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ABSTRACT 


The  findings  and  implications  of  the  evaluation  of  the  swing-bed 
experiments  in  Texas,  Iowa,  and  South  Dakota  are  summarized  in  this 
report.   Under  these  experiments,  82  rural  hospitals  were  permitted 
to  provide  long-term  care  in  hospital  beds  normally  restricted  to 
the  provision  of  acute  care.   Two  key  features  characterized  the 
experiments:   (1)  a  waiver  of  certain  regulatory  standards  normally 
required  of  long-terra  care  providers  and  (2)  a  reimbursement  approach 
based  on  incremental  cost. 

An  overview  of  the  swing-bed  approach  is  provided  in  this  report  along 
with  a  presentation  of  the  major  findings  and  policy  implications  of 
each  component  of  the  evaluation.   Recommendations  on  the  implementation 
of  a  nationwide  swing-bed  program  are  also  included. 

The  major  conclusions  of  the  evaluation  are: 

(1)  It  is  appropriate  to  implement  a  national  swing-bed  program 
in  rural  areas. 

(2)  Such  a  program  would  be  of  benefit  to  rural  comnunities  in 
terms  of  meeting  both  long-term  care  and  acute  care  needs. 

(3)  Assuming  ifeimbursement  is  flexible  and  based  upon  the 
concept  of  incremental  cost  of  care,  the  swing-bed  approach 
is  a  cost-effective  means  of  providing  long-term  care. 

(4)  A  number  of  financing,  quality  assurance,  and  regulatory 
issues  must  be  considered  in  structuring  a  national  swing- 
bed  program.   Recommendations  on  these  topics  are  provided 
in  this  report. 

The  findings  presented  here  are  based  primarily  on  the  swing-bed 
experiments  in  Texas,  Iowa,  and  South  Dakota.   The  policy  implications, 
however,  draw  upon  several  years'  experience  in  evaluating  not  only 
these  experiments,  but  also  the  swing-bed  project  in  Utah. 
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PREFACE 


The  report  series  on  the  evaluation  of  the  swing-bed  experiments  in 
Utah,  Texas,  Iowa,  and  South  Dakota  consists  of  several  documents, 
all  of  which  are  listed  in  Appendix  A  of  this  report.   The  present 
report  is  one  of  two  volumes  which  present  final  results  of  the 
evaluation  of  three  swing-bed  projects:   the  two  Reducing  Acute  Care 
Costs  (RACC)  experiments  in  Texas  and  western  Iowa/South  Dakota, 
and  the  Iowa  Swing  Bed  Project  (ISBP)  in  central  Iowa.   The  major 
findings  and  implications  of  the  evaluation  of  these  projects  are 
summarized  in  this  report.   Volume  II  is  intended  for  a  technical 
audience  and  contains,  in  addition  to  the  findings  and  implications 
presented  here,  a  full  discussion  of  the  methodological  aspects  of 
the  evaluation.   A  history  of  the  swing-bed  experiments  is  also 
included  in  Volume  II. 

An  overview  of  the  swing-bed  approach  and  related  policy  issues  is 
presented  in  Chapter  I.   The  second  chapter  contains  a  summary  of  the 
overall  findings  of  each  component  of  the  evaluation.   Chapter  III 
presents  the  conclusions  and  policy-specific  recommendations  of  the 
evaluation  on  the  implementation  of  a  nationwide  swing-bed  program. 
Discussion  of  the  methodological  aspects  of  the  evaluation,  including 
data  sources,  the  conceptual  approach,  and  statistical  techniques,  is 
deliberately  minimized  in  this  report.   The  reader  is  referred  to 
Volume  II  for  details  in  these  areas. 
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CHAPTER  I 
INTRODUCTION 

A.   RATIONALE  FOR  SWING-BED  CARE  IN  RURAL  COMMUNITIES 

Despite  the  progress  which  has  been  made  in  reducing  some  of  the 
discrepancies  between  rural  and  urban  communities  in  terms  of 
access  to  health  care  services,  health  care  in  many  rural  areas  is 
still  characterized  by  a  shortage  of  qualified  personnel  and  a  lack 
of  comprehensive  medical  services.   Consequently,  it  is  not  unusual 
for  rural  residents  to  travel  great  distances  to  obtain  health  care. 
Such  access  problems  can,  on  many  occasions,  be  more  than  simply  a 
matter  of  inconvenience.   Accessible  emergency  care  in  a  acute  care 
hospital  may  represent  the  difference  between  long-term  disability 
and  complete  recovery,  high  cost  and  low  cost  of  care,  or  even  life 
and  death  under  certain  circumstances.   In  the  area  of  long-term 
care,  the  lack  of  adequate  nursing  home  care  in  a  rural  community 
may  result  in  the  placement  of  long-term  care  patients  in  distant 
nursing  homes,  thus  hindering  the  ability  of  family  and  friends  to 
visit  and  limiting  the  quality  of  the  psychosocial  environment. 
Given  the  long  stays  usually  associated  with  nursing  home  care, 
this  has  the  potential  to  impede  the  delivery  of  adequate  long-term 
care  to  residents  of  rural  communities. 

To  assist  in  meeting  the  medical  needs  of  rural  residents,  the  Hill- 
Burton  program  was  initiated  in  the  1940s  as  a  means  of  providing 
federal  funds  for  the  construction  of  rural  hospitals.   Although  the 
program  provides  the  potential  for  attracting  physicians  and  developing 
centers  for  comprehensive  health  services,  the  demand  for  acute  care 
is  uneven  in  many  rural  communities.   Small  rural  hospitals  usually 
lack  the  financial  advantages  which  can  accrue  from  economies  of 
scale  and  shared  service  arrangements  more  commonplace  in  metropolitan 
areas;  and  thus,  while  hospitals  have  been  constructed  in  many  rural 
areas,  such  facilities  are  often  financially  unstable  and  faced  with 
possible  closure.   Medicare-  and  Medicaid-certified  rural  nursing 
homes,  in  contrast,  are  often  characterized  by  high  occupancy  rates 
and  patient  waiting  lists. 

In  response  to  this  dilemma  of  an  excess  of  hospital  beds  and  a 
scarcity  of  certified  nursing  home  beds  in  rural  communities,  the 
swing-bed  concept  was  proposed.   The  term  "swing-bed"  refers  to  a 
hospital  bed  which  can  be  used  to  provide  care  to  either  acute  or 
long-term  care  patients.   The  ability  to  use  beds  in  this  manner 
allows  an  acute  care  hospital  to  provide  care  to  patients  who  might 
more  traditionally  receive  care  in  a  nursing  home.^ 


-•■Long-term  care  need  not  be  provided  only  in  an  institutional  environ- 
ment such  as  a  hospital  or  nursing  home.   In  this  report,  however,  the 
primary  emphasis  is  on  the  institutional  setting. 
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In  1973,  the  Department  of  Health,  Education,  and  Welfare  (DREW)  fun- 
ded an  experimental  program  in  Utah  to  determine  whether  the  use  of 
hospital  swing  beds  would  assist  in  satisfying  the  demand  for  long-term 
care  in  rural  communities  and  improve  the  stability  of  rural  hospitals. 
In  1976  and  1977,  three  additional  swing-bed  experiments  were  initiated 
in  Texas,  South  Dakota,  and  Iowa  to  allow  further  empirical  investi- 
gation of  the  advantages  and  disadvantages  of  providing  long-term  care 
in  hospital  swing  beds  in  rural  communities. 

The  swing-bed  experiments  made  several  assumptions  about  the  health 
care  delivery  system  in  rural  areas: 

(1)  An  unmet  demand  for  institutional  long-term  care  exists  in  many 
communities; 

(2)  Surplus  staff  capacity  is  present  in  a  number  of  rural,  under- 
occupied  hospitals; 

(3)  Provision  of  adequate  long-terra  care  may  be  possible  in  a  hospital 
setting  if  staff  members  are  sufficiently  well-acquainted  with  the 
administrative  and  patient-level  aspects  of  providing  such  care;^ 

(4)  The  provision  of  long-term  care  in  existing  rural  hospitals  is 
potentially  more  cost-effective  than  other  alternatives  in  meeting 
the  demand  for  institutional  long-term  care; 

(5)  There  are  advantages  which  would  accrue  to  long-term  care  patients 
and  their  families  and  friends  from  the  convenience  associated  with 
visiting  in  their  own  communities  instead  of  more  distant  locations; 
and, 

(6)  There  are  substantial  benefits  to  rural  areas  in  maintaining 
community  hospitals:   namely,  the  continued  availability  of  acute 
care,  the  diversification  of  the  service  program  of  rural  hos- 
pitals, and  the  maintenance  of  such  hospitals  as  vital  parts  of 
the  economies  of  rural  communities.-' 


^The  traditional  medical  model  on  which  hospital  care  is  based  often 
fails  to  emphasize  the  importance  of  the  psychosocial  and  functional 
problems  of  the  chronically  ill.   Hence,  genuine  concern  existed  from 
the  outset  that  hospital-based  long-term  care  might  be  inadequate  in 
these  areas. 

-'The  wholesale  closure  of  20%  of  all  rural  hospitals  in  1977  would 
have  resulted  in  less  than  a  3.5%  reduction  in  total  hospital  costs 
in  the  U.S.,  a  percentage  far  below  the  annual  inflation  rate  for 
hospital  costs  in  this  country.   The  true  cost  reduction  would  very 
likely  have  been  less  than  2.5%  since  the  3.5%  figure  assumes  no 
transfer  cost,  which  is  highly  unlikely. 
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B.  REGULATORY  HISTORY 

In  view  of  the  fact  that  the  experimental  swing-bed  approach  repre- 
sents a  partial  return  to  an  earlier  health  care  practice  of  hospitals 
caring  for  both  acute  and  long-term  care  patients,  it  is  appropriate 
to  examine  why  the  practice  was  discontinued.   With  the  inception  of 
Medicare  and  Medicaid,  it  was  required  that  if  a  hospital  was  to  be 
reimbursed  for  long-term  care  by  Medicare  or  Medicaid,  it  must  first 
be  certified  by  DREW  to  provide  that  care.^   Certification  covers 
two  levels  of  longterm  care,  skilled  and  intermediate,  which  are 
discussed  below.   Regulatory  requirements  also  called  for  a  hospital 
to  provide  a  physically  distinct  part  (such  as  a  building,  wing,  or 
corridor)  exclusively  for  the  provision  of  long-term  care. 

Certification  conditions  require  that  long-term  care  facilities, 
including  hospital  distinct-part  facilities,  provide  such  specialized 
services  as  physical  therapy,  social  services,  and  patient  activities. 
These  are  services  in  addition  to  those  required  for  the  hospital  to 
receive  Medicare  and  Medicaid  reimbursement  for  acute  care  and  are 
intended  to  establish  minimum  standards  for  the  quality  of  care  pro- 
vided to  Medicare  and  Medicaid  patients.   Despite  the  fact  that  hos- 
pitals automatically  satisfy  several  long-term  care  certification 
standards  by  virture  of  acute  care  certification,  there  are  certain 
long-term  care  certification  criteria  which  hospitals  do  not  routinely 
satisfy.   In  order  to  meet  such  criteria,  it  would  be  necessary  for 
many  hospitals  to  incur  additional  costs,  a  requirement  which  can 
act  as  a  disincentive  to  provide  long-term  care. 

Since  long-term  care  is  generally  less  expensive  than  acute  care,  a 
facility  must  have  a  mechanism  for  appropriately  reporting  its  long- 
term  care  costs.   Specifically,  if  a  hospital  were  not  to  maintain 
a  distinct  part,  it  would  be  difficult  to  separate  long-term  care 
costs  from  acute  care  costs,  and  for  third-party  payers  to  properly 
reimburse  for  their  fair  share  of  hospital  costs.   Establishment 
of  a  distinct  part  exclusively  for  long-term  care,  however,  limited 
the  capability  of  a  hospital  to  use  beds  in  the  most  efficient  and 
cost-effective  manner.   As  a  result  of  reimbursement  policy  and 
certification  procedures,  the  typical  circumstances  under  which 
hospitals  were  able  to  provide  both  acute  and  long-term  care  in  the 
same  facility  were  therefore  changed  significantly  with  the  advent 
of  Medicare  and  Medicaid. 


^The  three  major  types  of  long-term  care:   skilled  nursing,  intermediate, 
and  personal  care,  are  described  and  defined  in  greater  detail  in 
Section  C.   Medicare  certifies  and  reimburses  only  for  skilled  nursing 
care,  whereas  Medicaid  certification  applies  to  both  skilled  nursing 
and  intermediate  care  facilities.   The  certification  criteria  for 
Medicare  and  Medicaid  are  termed  "conditions  of  participation." 
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Due  in  part  to  regulatory  stringency  and  the  administrative  incon- 
venience associated  with  Medicare  reimbursement,  the  number  of  beds 
in  Medicare-certified  free-standing  skilled  nursing  homes  and  hos- 
pital-based distinct  parts  decreased  during  the  late  Sixties  and 
early  Seventies,  although  this  downward  trend  has  shown  a  reversal 
in  recent  years.   Between  1968  and  1975,  the  number  of  Medicare- 
certified  skilled  nursing  care  beds  decreased  from  337,000  to  287,000 
nationwide;  but,  by  1977,  the  total  had  increased  to  381,000  beds.^ 
Rural  communities  in  particular  have  a  shortage  of  such  beds.   For 
example,  in  1974,  just  prior  to  implementation  of  the  swing-bed 
experiments  in  South  Dakota,  Iowa,  and  Texas,  rural  counties  in 
these  states  averaged  five,  three,  and  one  Medicare-certified  skilled 
nursing  care  beds  per  1,000  Medicare  enrollees,  respectively.   The 
comparable  figure  for  the  entire  United  States  was  15  certified  beds 
per  1,000  Medicare  enrollees. 

A  provision  currently  exists  in  Medicare  policy  to  handle  situations 
where  long-term  care  beds  are  lacking.   It  allows  hospitals  to  provide 
long-term  care  at  acute  care  rates  if  it  can  be  documented  that  a 
nursing  home  bed  is  not  available  for  the  patient."  Patient  days 
of  care  allowed  under  this  provision  are  sometimes  referred  to  as 
"administratively  necessary  days".   A  similar  concept  for  Medicaid, 
termed  the  "holding  bed",  has  been  advocated  in  various  states. 
Under  this  approach,  hospitals  are  able  to  hold  a  Medicaid  patient 
in  acute  care  status  until  a  nursing  home  bed  becomes  available. 
These  options  entail  higher  reimbursement  outlays  for  third  party 
payers,  however,  and  are  not  considered  appropriate  for  widespread 
use. 


C.   LONG-TERM  CARE 

The  difference  between  acute  care  and  long-term  care  naturally  arises 
in  a  discussion  of  swing-bed  care.   As  opposed  to  acute  care  patients, 
whose  medical  problems  usually  require  short-term,  high  intensity  treat- 
ment, long-term  care  patients  are  often  chronically  ill  and/or  disabled. 
Included  in  this  category  are  patients  with  chronic  physical  and/or 
mental  disease,  or  mental  retardation.   Those  most  prone  to  chronic 
disease,  and  thus  most  often  requiring  long-term  care,  are  the  elderly. 
While  the  needs  of  long-term  care  patients  are  usually  not  as  medically 
intense  as  the  needs  of  acute  care  patients,  one  of  the  challenges  to 
the  adequate  provision  of  long-term  care  is  the  diversity  of  functional, 
psychosocial,  and  medical  needs  of  the  long-term  care  patient.   "Quality 
of  life"  is  a  more  appropriate  goal  in  the  provision  of  long-term  care 
as  opposed  to  acute  care,  due  to  the  range  of  patient  needs  and  the 


^U.S.  Department  of  Health,  Education,  and  Welfare,  Social  Security 
Administration,  Health  Insurance  Statistics,  HI-75,  2  February  1977, 

"Health  Care  Financing  Administration,  Part  A  Intermediary  Manual, 
Part  3— Claims  Process  (HIM-13-3),  Section  3421.2(A).   Reprinted 
September  1977. 
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greater  lengths  of  stay  typically  associated  with  long-term  care. 
There  are  three  generally  recognized  levels  of  long-term  care: 

(1)  The  skilled  nursing  care  patient  is  one  whose  acute  care  needs 
have  been  met  but  who  still  requires  extended  nursing  care  under 
the  supervision  of  both  a  physician  and  registered  nursing 
personnel.   A  Medicare/Medicaid-certif ied  skilled  nursing  facil- 
ity must  have  a  transfer  agreement  with  an  acute  care  hospital 
to  promptly  provide  acute  care  services  when  necessary.'   Almost 
all  skilled  nursing  care  is  paid  for  by  Medicare,  Medicaid  or 
private  payers  (primarily  patients  themselves). ° 

(2)  Intermediate  care  patients  generally  require  supportive  nursing 
care  which  can  often  be  provided  by  a  licensed  practical  nurse 
rather  than  a  registered  nurse.   Care  at  the  intermediate  level 
is  beyond  that  available  at  boarding  homes  and,  as  a  practical 
matter,  is  usually  available  only  through  institutional  facilities. 
Medicaid  and  private  payers  (primarily  patients  themselves)  pay 
for  intermediate  care. 

(3)  Personal  care  normally  refers  to  residential  care  which  is 
essentially  custodial  in  nature  and  is  the  primary  function  of 
boarding  and  rest  homes.   Neither  Medicare  nor  Medicaid  reimburse 
for  personal  care  and  it  is  almost  exclusively  paid  for  on  a 
private  pay  basis. 

Some  state  Medicaid  programs  have  more  refined  long-term  care  classi- 
fication schemes  than  that  given  above.   Also  different  patient  care 
practices  and  reimbursement  rates  are  generally  associated  with  the 
various  levels  of  long-term  care.   Related  to  patient  classification 
is  the  need  for  an  effective  and  efficient  utilization  review  system 
for  patient  admission,  placement,  and  length  of  stay,  a  need  which 
has  existed  for  some  time  in  acute  care  and  is  now  beginning  to 
increase  in  significance  in  long-term  care  settings. 


D.   POLICY  ISSUES 

The  swing-bed  approach  should  be  considered  in  the  context  of  several 
major  health  care  issues.   A  brief  summary  of  the  primary  policy 
issues  related  to  swing-bed  care  is  provided  below. 


'This  transfer  agreement  requirement  supports  the  contention  that 
skilled  nursing  facilities  should  ideally  be  located  near  acute  care 
hospitals,  a  potential  difficulty  in  rural  communities. 

°Unlike  acute  and  ambulatory  care,  which  involve  a  large  number  of 
commercial  insurers,  only  a  few  commercial  insurers  cover,  on  a  very 
limited  basis,  long-term  care. 
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1.  Finance /Reimbursement 

It  is  essential  to  develop  an  appropriate  mechanism  for  financing 
long-terra  care  provided  in  hospital  swing  beds.   The  method  of  paying 
for  such  care,  the  manner  in  which  it  meshes  with  current  reimbursement 
policy,  and  the  financial  incentives  it  presents  for  hospital  providers 
of  long-term  care  are  likely  to  be  strong  determinants  of  the  success 
of  a  swing-bed  program. 

2.  Demand  for  Long-Term  Care 

The  appropriateness  of  swing-bed  care  should  be  considered  in  view  of 
a  presently  unmet  and  still  growing  demand  for  long-term  care  services 
in  many  communities.   While  outpatient  and  home  health  care  as  alter- 
natives to  institutional  care  are  receiving  more  attention  nationally, 
it  appears  important  to  move  forward  in  the  institutional  area  in  view 
of  the  apparent  need  for  such  care  in  many  rural  communities,  although 
outpatient  or  home  health  care  may  be  preferable  for  at  least  some 
rural  patients. 

3.  Hospital  Diversification  and  Rural  Health  Care 

The  swing-bed  approach  may  be  viewed  as  a  potential  means  of  financially 
stabilizing  rural  hospitals  through  diversification  of  service  mix.   To 
the  extent  that  this  approach  increases  rural  hospital  diversification 
and  financial  stability,  it  also  serves  to  meet  needs  other  than  those 
related  directly  to  long-term  care.   Specifically,  it  increases  the 
likelihood  of  maintaining  the  rural  hospital  as  a  center  for  health 
services,  a  point  of  access  to  acute  and  emergency  care,  and  as  a  means 
of  attracting  needed  health  care  professionals.   Further,  activities 
directed  toward  the  stabilization  of  the  rural  hospital  can  be  regarded 
as  an  effort  to  maintain  a  significant  element  of  the  economy  in  many 
rural  communities. 

4.  Regulatory  Flexibility 

Various  facets  of  swing-bed  care  test  the  adaptiveness  and  flexibility 
of  the  health  care  regulatory  system.   Issues  of  certificate  of  need, 
nursing  home  licensure  for  hospitals,  professional  licensure  for  hos- 
pital administrators  (nursing  home  administrators  must  be  licensed 
in  nearly  all  states),  the  adaptation  of  reimbursement  policy  to  incor- 
porate swing-bed  reimbursement,  and  the  manner  in  which  to  apportion 
swing  beds  between  acute  care  and  long-term  care  for  planning  purposes 
are  illustrations  of  the  challenges  which  a  health  care  innovation 
such  as  the  swing-bed  approach  presents  to  the  regulatory  system. 

5.  Cost  Containment 

Under  the  assumption  that  it  is  possible  to  take  advantage  of  existing 
hospital  capacity  to  provide  long-term  care,  it  is  reasonable  to 
expect  that  the  unit  cost  (the  cost  per  day)  of  such  care  would  be 
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less  than  that  associated  with  building  new  nursing  homes.   However, 
it  can  also  be  assumed  that  current  health  care  costs  would  increase 
slightly  since  an  unmet  demand  appears  to  exist  for  long-term  care 
in  many  rural  areas.   Thus,  if  this  demand  is  to  be  met,  total  health 
care  costs  are  likely  to  rise  despite  the  fact  that  the  swing-bed 
program  might  be  the  most  cost-effective  means  to  meet  the  demand." 

6.  Quality  Assurance/Utilization  Review 

The  increasing  trend  toward  quality  assurance  and  utilization  review 
in  long-term  care  also  affects  care  provided  in  swing  beds.   In  fact, 
there  is  reason  to  be  concerned  that  hospitals,  many  of  which  are 
inexperienced  in  addressing  the  broad  spectrum  of  psychosocial  and 
functional  needs  of  long-term  care  patients,  may  not  be  as  qualified 
as  some  types  of  nursing  homes  to  provide  such  care.   Consequently, 
development  of  quality  assessment,  quality  assurance,  and  utlitization 
review  programs  for  long-term  care  provided  in  swing  beds  is  important 
and  should  not  be  overlooked. 

7.  Eligibility  Criteria 

If  a  swing-bed  program  were  to  be  implemented  nationally,  a  major  deci- 
sion would  focus  on  which  hospitals  would  be  eligible.   In  particular, 
decisions  would  have  to  be  made  on  whether  eligibility  criteria  should 
be  specified  in  terms  of  hospital  occupancy  rates,  number  of  beds,  geo- 
graphic location  (rural  versus  urban),  availability  of  certified  nursing 
home  beds  in  the  community,  and,  in  general,  which  criteria  should  apply 
in  the  certificate  of  need  process. 

The  final  chapter  presents  implications  and  suggestions  which  deal 
with  primary  features  of  the  above  policy  issues. 


^Although,  results  of  the  financial  component  of  the  evaluation  indicate 
that  the  total  increase  in  hospital  care  costs  is  likely  to  be  less 
than  0.05%. 


CHAPTER  II 
EVALUATION  FINDINGS 


A.   EXPERIMENTAL  SETTINGS 

As  indicated  in  the  preceding  chapter,  four  experiments  have  been  funded 
by  DREW  in  order  to  assess  the  efficacy  of  the  swing-bed  approach  in 
rural  areas.   The  Utah  Cost  Improvement  Project  (UCIP),  the  two  Reducing 
Acute  Care  Costs  (RACC)  experiments  in  Texas  and  western  Iowa/ South 
Dakota,  and  the  Iowa  Swing  Bed  Project  (ISBP)  in  central  Iowa  permitted 
rural  hospitals  in  a  number  of  communities  to  provide  long-teirm  care 
without  meeting  all  of  the  conditions  of  participation  normally  required 
for  reimbursement  for  the  provision  of  long-term  care  to  Medicare  and 
Medicaid  patients.   These  certification  requirements,  as  indicated 
earlier,  have  restricted  the  availability  of  long-term  care  beds  in 
rural  areas.   Consequently,  this  waiver  constituted  one  of  the  primary 
features  of  the  experiments.   The  experiments  differed  in  terms  of 
starting  dates,  the  number  of  hospitals  participating,  and  administering 
agencies  (at  this  writing,  the  four  experiments  remain  ongoing,  but 
are  scheduled  to  terminate  concurrently  with  the  adjournment  of  the 
96^^  Session  of  the  United  States  Congress,  on  or  about  January  1,  1981). 

(1)  The  Utah  experiment  began  in  1973,  with  a  total  of  25  hospitals 
eventually  participating.   The  Utah  State  Division  of  Health 
administered  the  program. 

(2)  The  Texas  experiment  began  in  1976,  with  39  hospitals  initially 
participating;  the  Texas  Hospital  Association  was  the  administering 
agency. 

(3)  The  western  Iowa/South  Dakota  experiment  began  in  1976  with  22 
participating  hospitals,  and  was  administered  by  Blue  Cross  of 
Western  Iowa  and  South  Dakota. 

(4)  The  central  Iowa  experiment  began  in  1977,  with  22  participating 
hospitals,  and  was  administered  by  Blue  Cross  of  Iowa. 

This  report  summarizes  the  final  results  of  the  RACC  experiments  in 
Texas  and  western  Iowa/South  Dakota,  and  the  ISBP  experiment  (termed 
the  "central  Iowa"  project  in  this  report).   The  Utah  findings  have 
been  presented  in  earlier  publications  (see  Shaughnessy  1978a  and 
1978b).   Mention  is  made  here  of  the  UCIP  experience  as  appropriate. 

In  addition  to  the  waiver  of  the  conditions  of  participation,  an 
important  feature  of  the  swing-bed  experiments  has  been  the  reimburse- 
ment procedures  followed.   While  more  details  arc;  provided  in  Volume 
II,  it  is  useful  to  summarize  the  reimbursement  procedures  here,  since 
they  are  pertinent  to  a  general  understanding  of  the  overall  study 
conclusions. 
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Medicare  reimbursement  for  routine  long-terra  care  in  certified  skilled 
nursing  facilities  or  hospital-based  distinct-part  facilities  is  based 
on  the  cost  to  the  institution  providing  that  care. ^   However,  under 
the  experiments,  participating  hospitals  were  not  reimbursed  on  a  cost 
basis;  rather,  reimbursement  consisted  of  a  per  diem  payment  (uniform 
within  each  experiment)  for  skilled  nursing  care  and  an  incentive 
payment  intended  to  encourage  hospital  participation  in  the  swing-bed 
program.   Reimbursement  for  ancillary  long-terra  care  was  handled  in 
accord  with  the  normal  Medicare  procedure  for  acute  care.^   The 
ISBP  experiment  differed  from  the  RACC  experiments  in  that  no  incentive 
was  included  in  the  reimbursement  formula,  nor  was  the  per  diem  rate 
calculated  in  the  same  manner. 

Medicaid  and  private  pay  patients  also  received  long-terra  care  in    ' 
some  participating  hospitals,  although  Medicaid's  participation  in 
the  Medicare  experiments  did  not  begin  until  well  after  their  implemen- 
tation.  Medicaid  reimbursement  consisted  of  a  per  diem  pajrment  for 
skilled  care  in  Texas  and  separate  per  diem  payments  for  skilled  and 
intermediate  care  in  South  Dakota.   Unlike  Medicare,  however,  Medicaid 
reimbursement  did  not  include  an  incentive  payment.   Ancillary  reimburse- 
ment was  handled  in  accord  with  standard  Medicaid  procedure.   In  Iowa, 
Medicaid  participated  only  to  the  extent  of  paying  coinsurance  for  dual 
Medicare/Medicaid  beneficiaries.   Private  pay  patients  were  generally 
charged  at  the  per  diem  rates  used  by  Medicare  and  Medicaid  and  were 
billed  for  ancillary  services  on  a  f ee-f or-service  basis. 

In  the  final  Medicare  settlement,  hospital  long-term  routine  care 
revenues  from  all  sources  were  offset  against  total  routine  care 
costs,  thus  reducing  the  Medicare  allowable  routine  cost  and  cost 
settlement  (hence,  the  experimental  name  "Reducing  Acute  Care  Costs"). 
The  RACC  incentive  payment,  in  turn,  represented  50%  of  this  "savings", 
or  reduction  in  Medicare  allowable  acute  care  cost,  attributable  to 
the  provision  of  long-term  care.   An  incentive  was  also  included  in 
the  reimbursement  scheme  employed  in  the  original  swing-bed  experiment 
in  Utah,  although  the  formula  for  the  calculation  of  the  incentive 
was  somewhat  different  from  that  employed  in  the  RACC  experiments. 


B.   EVALUATION  METHODOLOGY 

The  primary  aim  of  the  evaluation  has  been  to  provide  information  on  the 
overall  functioning  and  strengths  and  weaknesses  of  the  swing-bed  approach. 


•I^Routine  care  refers  to  those  services  which  consist  of  basic  room  and 
board,  nursing,  and  similar  services  which  are  routinely  provided  to 
all  inpatients. 

^Ancillary  care  refers  to  diagnostic,  laboratory,  pharmacy,  and  related 
services  usually  given  on  a  more  discretionary  basis  in  accord  with  each 
patient's  individual  needs. 
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with  a  view  toward  facilitating  decisions  on  more  widespread  implemen- 
tation of  swing-bed  care.   The  remainder  of  this  section  provides  a 
brief  overview  of  the  evaluation,  which  is  organized  in  five  components: 
organization,  utilization,  quality,  finance,  and  policy.   The  purpose 
of  each  component  is  summarized  below,  along  with  the  data  sources  used. 
Other  information  on  specific  technical  methods,  variable  definitions, 
samples,  years  of  data  analyzed,  etc.,  is  presented  in  Volume  II. 

1.  Organization 

Purpose:   The  purpose  of  the  organizational  component  is  to  deter- 
mine whether  and  how  a  national  swing-bed  program  should  be  implemented 
from  the  perspective  of  acceptance  by  hospital  staff  and  nursing  home 
administrators.   Facility  and  project  characteristics  are  related  to 
acceptance  of  the  swing-bed  approach,  benefits  and  problems  with  provi- 
ding long-term  care  in  acute  care  hospitals  are  examined,  and  sugges- 
tions made  by  swing-bed  hospital  and  nursing  home  administrators  for 
implementation  of  a  national  swing-bed  program  are  considered. 

Data :   The  major  data  sources  were  surveys  of  swing-bed  hospital 
administrators,  directors  of  nursing,  chiefs  of  staff,  staff  physicians, 
and  nursing  home  administrators.   In  the  evaluation  of  the  operation 
of  the  swing-bed  experiments,  the  primary  focus  was  on  the  staffs  of 
participating  hospitals.   In  the  analysis  dealing  with  implementation 
of  a  national  swing-bed  program,  however,  emphasis  was  placed  on  infor- 
mation obtained  from  nursing  home  as  well  as  hospital  staff  members. 

2.  Utilization 

Purpose :   The  utilization  component  is  designed  to  describe  the 
acute  and  long-term  care  utilization  patterns  associated  with  the 
experimental  swing-bed  programs.   Specifically,  it  is  intended  to 
assess  the  influence  of  the  availability  of  swing-bed  care  on  acute 
care  length  of  stay  and  occupancy  rate  in  swing-bed  hospitals,  and 
on  nursing  home  utilization  by  residents  of  swing-bed  communities. 
Also  included  is  a  prediction  of  utilization  patterns  in  the  event  of 
national  implementation  of  a  swing-bed  program. 

Data :   The  primary  data  sources  used  were  Medicare  Cost  Reports, 
project  logs  completed  by  the  hospitals  and  monitored  by  the  state 
level  administering  agencies.  Medicare  claim  forms,  and  information 
obtained  from  state  health  departments,  Medicaid  programs,  and 
administering  agencies. 

3.  Quality  of  Care 

Purpose :   The  quality  component  of  the  evaluation  is  intended 
to  assess  the  quality  of  long-term  care  provided  by  the  experimental 
swing-bed  hospitals  and  to  compare  the  quality  provided  by  Medicare- 
and  Medicaid-certif ied  skilled  nursing  facilities.   Thirty  swing-bed 
hospitals  and  15  comparison  nursing  homes  in  rural  communities  in 
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Texas,  Iowa,  and  South  Dakota  were  visited  in  order  to  obtain  infor- 
mation on  the  quality  of  care  provided.   The  quality  component  focuses 
on  services  provided  to  long-term  care  patients  in  the  experimental 
hospitals  and  comparison  nursing  homes,  rather  than  changes  in  patient 
status  over  time.   It  also  includes  an  analysis  of  case  mix  differences 
between  swing-bed  and  comparison  nursing  home  patients. 

Data:   Information  was  collected  on  a  patient-by-patient  basis 
by  an  evaluation  staff  nurse  experienced  in  long-term  care.   In  sum, 
data  on  the  quality  of  care  provided  was  gathered  on  6,859  occasions 
of  service,  597  patient  problems,  and  158  patients  in  the  45  facilities. 
A  multidisciplinary  panel  of  experts  in  long-term  care  assisted  in  the 
development  of  explicit  criteria  which  enumerate  the  services  patients 
with  specific  types  of  long-term  care  problems  should  receive.   The 
criteria  were  built  on  and  incorporated  the  previous  work  of  other 
long-term  care  providers  and  researchers.   Data  were  gathered  for  indi- 
vidual patients  and  separate  quality  measures  computed  at  the  levels 
of  services  provided,  patient  problems,  patients,  and  facilities  for 
hospitals  and  nursing  homes. 

4.   Finance 

Purpose :   The  primary  objective  of  the  financial  evaluation  is 
to  assess  the  cost,  both  full  and  incremental,  of  providing  long-term 
care  in  swing-bed  hospitals.-^   It  is  also  concerned  with  the  impact 
of  the  experiments  on  the  financial  position  of  the  participating 
hospitals.   Reimbursement  procedures  and  problems  have  been  monitored 
throughout  the  experiments.   As  part  of  this  effort,  a  conference 
which  included  participants  experienced  with  swing-bed  reimbursement, 
was  held  in  the  latter  stages  of  the  evaluation.   The  purpose  of  the 
conference  was  to  obtain  suggestions  on  how  to  structure  reimbursement 
policy  for  swing-bed  care,  taking  issues  such  as  incremental  cost, 
incentive  payments,  and  payer  mix  into  consideration. 

Data :   Medicare  Cost  Report  and  claims  data,  and  supplemental 
cost  and  utilization  information  provided  by  both  individual  hospitals 
and  the  agencies  administering  the  experiments,  constituted  the  primary 
data  bases  analyzed  in  the  financial  component  of  the  study.   This 
study  components  involved  assessing  the  cost  of  providing  long-term 
care  in  swing-bed  hospitals  with  a  practical  approach  to  reimbursement 
in  mind.   Different  allocation  schemes  and  incremental  cost  methodologies 
were  employed  as  part  of  this  component  of  the  evaluation.   Costs  were 
examined  on  an  individual  cost  center  basis,  with  an  effort  to  separate 


-^In  this  context,  incremental  cost  refers  to  the  "add-on"  cost  of 
providing  long-term  care  in  a  facility  which  already  exists  to  provide 
acute  care.   In  contrast,  the  full  cost  of  long-term  care  in  a  swing- 
bed  hospital  refers  to  the  cost  which  would  be  calculated  by 
appropriately  allocating  all  components  of  hospital  cost  to  long-term 
care.   Thus,  full  cost  is  based  on  the  assumption  that  the  hospital 
exists  to  provide  both  acute  and  long-term  care,  and  that  capital 
costs,  etc.,  should  be  allocated  to  both  acute  and  long-term  care. 
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variable  costs  (i.e.,  those  which  vary  solely  as  a  function  of  utilization) 
from  fixed  costs  (such  as  capital  costs). 

5.   Policy 

Purpose:   The  objective  of  the  policy  component  is  to  direct  the 
analytic  procedures  and  empirical  findings  of  the  overall  evaluation 
toward  policy-relevant  conclusions.   This  component,  therefore,  presents 
policy  conclusions  through  an  integration  of  the  findings  and  implications 
of  the  four  components  described  above.   Topics  covered  in  these  components 
such  as  cost-effectiveness,  reimbursement  policy,  regulatory  adaptation, 
interpretation  of  utilization  and  cost  projections  in  the  context  of  a 
national  program,  state  level  considerations,  etc.,  all  pertain  to  the 
policy  component.   While  findings  and  implications  are  presented  separately 
in  each  of  the  other  components,  the  policy  component  synthesizes  the 
overall  study  implications  according  to  regulatory  and  health  care 
topic  areas  which  provide  a  summary  of  the  conclusions  from  a  policy 
perspective. 


C.   RESULTS 

This  section  summarizes  the  major  findings  of  the  evaluation  or  the 
RACC  and  ISBP  experiments.   It  should  be  emphasized  again  that  the 
results  of  this  evaluation  pertain  only  to  rural  hospitals.   Findings 
are  presented  below  for  the  organization,  utilization,  quality,  and 
finance  components  of  the  evaluation  with  very  little  interpretation  or 
policy  discussion.   The  reader  is  referred  to  Volume  II  for  more  detail 
on  the  conceptual  and  analytic  approaches  taken,  descriptive  data, 
background  information,  tabular  material,  results  of  statistical  tests, 
and  methodology  employed  to  derive  the  findings  presented  here.   Chapter 
III  of  this  report  deals  with  the  policy  implications  of  the  findings 
and,  therefore,  presents  the  overall  policy  conclusions  of  the  evaluation. 

The  83  hospitals  which  formally  agreed  to  participate  in  the  experi- 
mental programs  (39  from  Texas  in  1976,  22  from  western  Iowa/South 
Dakota  in  1976,  and  22  from  central  Iowa  in  1977)  ranged  in  size  from 
15  beds  to  94  beds  with  an  average  of  37  beds  per  hospital  in  1975.'^ 
The  average  acute  care  occupancy  rate  in  1975  was  45.1%,  ranging  from 
19.4%  to  80.0%  across  the  83  participating  hospitals. 

1 .   Organization 

(1)   The  most  frequent  reasons  given  by  hospital  administrators  for 
joining  the  swing-bed  project,  each  of  which  was  mentioned  by 


■^Twenty-two  hospitals  from  western  Iowa/ South  Dakota  entered  the  project, 
but  one  hospital  in  South  Dakota  closed  due  to  the  loss  of  its  only 
physician.   Therefore,  it  was  excluded  from  the  analyses  and  subsequent 
references  in  this  report  are  to  82  study  hospitals. 
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over  90%  of  the  hospital  administrators  in  the  experimental 
programs,  were  to  increase  hospital  occupancy,  meet  a  need  for 
long-term  care  in  the  communities,  and  use  hospital  space  more 
efficiently.   Over  80%  joined  in  order  to  increase  staff  effi- 
ciency and  slightly  less  than  70%  joined  in  order  to  increase 
revenue. 

(2)  Prior  to  the  swing-bed  experiments,  approximately  21%  of  the 
participating  hospitals  had  provided  long-terra  care  in  a  distinct 
part,  30%  had  provided  long-term  care  under  the  Medicare  special 
provision  (discused  in  Chapter  I),  and  30%  had  provided  long-term 
care  in  acute  care  beds  for  private  pay  patients.   More  of  the 
hospitals  in  Iowa  and  South  Dakota  than  in  Texas  had  operated  a 
distinct  part  or  provided  long-term  care  under  the  Medicare  special 
provision. 

(3)  More  hospital  administrators  (77.8%)  and  directors  of  nursing 
(55.6%)  attended  orientation  by  the  administering  agencies  than 
chiefs  of  staff  (24.4%)  and  staff  physicians  (30.4%).   Approxi- 
mately 90%  of  the  participating  hospitals  received  infoinnation 

on  admission  procedures,  completion  of  monthly  utilization  reports, 
and  filing  of  Medicare  claims.   The  proportions  of  Texas  hospital 
staff  attending  orientation  were  substantially  lower  than  the 
proportions  of  Iowa  and  South  Dakota  hospital  staff  attending 
orientation.   Fewer  Texas  hospitals  received  information  on 
admission  procedures,  but  there  were  no  significant  differences 
across  projects  in  the  proportion  of  hospitals  receiving  informa- 
tion on  completion  of  monthly  utilization  reports  or  filing  of 
Medicare  claims. 

(4)  The  long-term  care  services  most  frequently  available  in  the 
participating  hospitals  were  physical  therapy  and  social  services, 
available  in  53.1%  and  35.8%  of  the  hospitals,  respectively. 
There  were  significant  differences  across  projects  for  all  five 
key  long-term  care  services  surveyed  (physical  therapy,  speech 
therapy,  occupational  therapy,  social  services,  and  patient  activi- 
ties), with  a  larger  proportion  of  central  Iowa  hospitals  providing 
each  of  the  five  services. 

(5)  Comparisons  across  projects  on  nurse  staffing  indicate  that 
Texas  hospitals  had  fewer  registered  nurses  and  more  licensed 
practical  nurses  than  hospitals  in  Iowa  and  South  Dakota.   More 
of  the  hospitals  in  western  Iowa/ South  Dakota  had  nurses  with 
training  in  rehabilitative  nursing,  but  more  Texas  and  central 
Iowa  hospitals  had  nurses  who  received  inservice  training  from 
the  administering  agencies. 

(6)  Acceptance  of  the  swing-bed  experiment  was  relatively  high  for 
all  four  types  of  hospital  staff  surveyed.   Over  70%  of  the 
hospital  administrators  and  chiefs  of  staff,  and  over  80%  of  the 
directors  of  nursing  and  staff  physicians  who  responded  to  the 
surveys  wanted  the  experiment  continued.   Comparisons  across 
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projects  indicate  that  the  central  Iowa  project  had  the  highest 
level  of  acceptance  among  hospital  staff,  closely  followed  by 
the  western  Iowa/South  Dakota  project.   These  differences  in 
hospital  staff  acceptance  were  related  to  several  project  charac- 
teristics.  First,  more  hospital  administrators  from  Iowa  and 
South  Dakota  joined  the  experiment  in  order  to  meet  a  need  for 
long-term  care  in  their  community.   Second,  more  hospitals  in 
these  two  projects  had  previously  provided  long-term  care  in 
either  a  distinct  part  or  under  the  Medicare  special  provision. 
Third,  hospital  staff  attendance  at  orientation  was  higher  in 
these  two  projects.   Fourth,  hospitals  in  these  two  projects 
employed  more  registered  nurses  and  fewer  licensed  practical 
nurses  than  Texas  hospitals.   Fifth,  as  indicated  in  (4)  above, 
central  Iowa  hospitals  had  more  services  available  which  are 
often  needed  by  long-term  care  patients. 

(7)  Sixty  percent  of  the  nursing  home  administrators  who  answered 
the  survey  question  on  implementation  of  a  national  swing-bed 
program  felt  that  such  a  program  should  be  implemented,  assuming 
certain  eligibility  restrictions,  such  as  those  mentioned  in  (10) 
and  (11)  below,  would  apply.   Nursing  home  administrators  in 
central  Iowa  were  most  receptive  to  a  national  swing-bed  program, 
with  73.7%  favoring  a  national  program,  compared  to  56.9%  in 
western  Iowa/South  Dakota,  and  42.1%  in  Texas. 

(8)  The  benefit  of  swing-bed  care  mentioned  most  frequently  by  hospital 
staff  members  was  the  satisfaction  of  a  need  for  long-term  care 

in  their  respective  communities.   Comparison  of  benefits  by  project 
indicated  that  the  staffs  of  Texas  hospitals  were  less  likely  to 
report  benefits  as  a  result  of  providing  swing-bed  care  than  the 
staffs  of  hospitals  in  Iowa  and  South  Dakota.   The  problems  men- 
tioned most  frequently  by  hospital  staff  were  inadequate  reimburse- 
ment to  hospitals  for  providing  swing-bed  care  and  inadequate 
orientation  for  physicians.   Both  of  these  problems  were  encounter- 
ed in  a  larger  proportion  of  the  Texas  hospitals. 

(9)  The  benefit  of  swing-bed  care  most  often  mentioned  by  nursing 
home  administrators  was  the  capacity  of  hospitals  to  provide 
long-terra  care  when  nursing  home  beds  are  unavailable.   The  problem 
most  often  mentioned  by  nursing  home  administrators  was  insufficient 
staffing  in  hospitals  to  provide  both  acute  care  and  long-term 
care.   There  were  no  significant  differences  across  projects  in 
terms  of  either  benefits  or  problems  reported  by  nursing  home 
administrators. 

(10)  The  majority  of  hospital  and  nursing  home  administrators  felt 
a  national  program  should  be  restricted  to  hospitals  in  rural 
areas  without  a  skilled  nursing  facility  in  their  service  area. 

(11)  Hospital  administrators  and  nursing  home  administrators  tended 
to  disagree  on  both  the  levels  of  care  which  should  be  allowed 
under  a  national  program  and  the  number  of  long-term  care  services 
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which  hospitals  should  be  required  to  provide.   The  majority  of 
hospital  administrators  felt  that  skilled  and  intermediate  care 
should  be  included  in  a  national  program  with  both  skilled  and 
intermediate  care,  whereas  only  30%  of  the  nursing  home  adminis- 
trators favored  having  intermediate  care  as  part  of  a  national 
swing-bed  program.   Of  the  five  long-term  care  services  mentioned 
in  (4)  above,  the  majority  of  hospital  administrators  felt  that 
only  one  service,  physical  therapy,  should  be  required  for  swing- 
bed  hospitals,  whereas  most  nursing  home  administrators  felt  that 
all  five  services  should  be  required. 


2.   Utilization 

(12)  By  1978,  51  rural  hospitals  were  providing  long-term  care  under 
the  swing-bed  experiments  in  Texas,  Iowa,  and  South  Dakota, 
accounting  for  about  30,800  days  of  care  in  that  year.   Hospitals 
admitting  swing-bed  patients  in  1978  averaged  approximately  605 
long-terra  care  days  per  facility.   The  average  number  of  days 
per  admitting  hospital  differed  substantially  by  location,  with 
South  Dakota  hospitals  averaging  approximately  1,180  long-term 
care  days,  western  and  central  Iowa  hospitals  averaging  about 
550  days,  and  Texas  hospitals  providing  slightly  less  than  an 
average  of  300  long-term  care  days  in  1978.   In  1978,  one  swing- 
bed  hospital  provided  only  8  days  of  long-term  care,  while 
another  provided  3,667  days. 

(13)  In  all.  Medicare  reimbursed  for  37%,  Medicaid  for  3%,  and  private 
pay  for  60%  of  the  experimental  long-terra  care  days  in  1978. 
Medicaid  did  not  reimburse  for  swing-bed  care  in  Texas  or  western 
Iowa  in  1977.   However,  Medicaid  did  reimburse  for  skilled 

level  care  in  Texas  in  1978.   The  payer  mix  was  substantially 
different  between  South  Dakota  and  Texas,  with  Medicare  paying 
for  23%  of  the  long-terra  care  days  in  South  Dakota  compared 
with  63%  in  Texas.   Private  pay  accounted  for  69%  of  the  long-term 
care  days  in  South  Dakota,  compared  with  37%  in  Texas.   Related 
to  this,  Texas  hospitals  provided  only  skilled  nursing  care, 
central  Iowa  and  western  Iowa  hospitals  provided  approximately 
equal  amounts  of  skilled  and  intermediate  care  and  South  Dakota 
hospitals  provided  all  three  levels  of  long-term  care  including 
personal  care.   For  all  hospitals  combined,  50%,  41%,  and  9%  of 
the  swing-bed  care  days  provided  were  in  the  categories  of 
skilled,  intermediate,  and  personal  care,  respectively. 

(14)  Mean  length  of  stay  for  swing-bed  patients  in  1978  varied  from 
16  days  at  the  skilled  level  to  slightly  over  172  days  for 
personal  care.   Acute  care  occupancy  and  the  number  of  days  of 
long-term  care  provided  in  hospitals  which  admitted  swing-bed 
patients  in  1978  are  negatively  correlated.   That  is,  hospitals 
with  lower  occupancy  rates  tended  to  provide  more  long-term 
care  than  those  with  higher  occupancy  rates. 
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(15)  For  hospitals  admitting  swing-bed  patients  in  1978,  hospital 
acute  care  occupancy  rate  was  43.3%  in  1975,  and  40.1%  in  1978. 
Counting  both  acute  care  days  and  long-terra  care  days  provided 
under  the  swing-bed  experiments,  total  occupancy  rate  for  these 
hospitals  in  1978  averaged  45.0%,  5.5  percentage  points  over 
the  acute  care  occupancy  for  the  same  year.   Acute  care  length 
of  stay  decreased  from  6.71  days  in  1975  to  5.64  days  in  1978 
for  the  hospitals  which  provided  long-terra  care  under  the  experi- 
ment in  1978.   These  changes  in  acute  care  occupancy  and  length 

of  stay  were  paralleled  by  sirailar  acute  care  utilization  patterns 
in  a  group  of  coraparison  hospitals.   Nonetheless,  the  decline  in 
acute  care  length  of  stay  was  greater  in  admitting  swing-bed  hos- 
pitals than  in  the  comparison  hospitals  suggesting  that  some  acute 
care  substitution  may  have  taken  place. 

(16)  As  is  clear  from  Finding  12,  the  total  amount  of  long-term  care 
provided  in  the  experimental  swing-bed  hospitals  is  relatively 
small  compared  with  acute  care.   Similarly,  swing-bed  hospitals 
accounted  for  a  very  small  proportion  of  total  statewide  long- 
term  care  days  (provided  predominantly  by  nursing  homes)  in  1977. 
In  South  Dakota,  the  state  with  the  most  swing-bed  days,  long- 
term  care  provided  in  swing-bed  hospitals  accounted  for  approx- 
imately 2%  of  the  total  long-term  care  days  provided  in  1977. 

(17)  Long-terra  care  utilization  generally  increased  on  a  per  capita 
basis  between  1975  and  1977.   Using  South  Dakota  as  an  illustra- 
tion, long-term  care  days  per  Medicare  enrollee  increased  in 
project  counties  by  3%.   A  slight  increase  in  the  occupancy  of 
existing  nursing  homes  from  95%  to  97%,  the  addition  of  41  new 
nursing  home  beds,  and  the  provision  of  long-term  care  by  swing- 
bed  hospitals  accounted  for  this  increase.   The  overall  increase 
in  long-term  care  utilization  in  the  rural  swing-bed  counties 
and  the  fact  that  rural  nursing  home  occupancy  rates  appear  to 
have  been  unaffected  by  the  availability  of  hospital  swing-beds, 
indicate  that  virtually  no  substitution  of  swing-bed  care  for 
nursing  home  care  took  place  as  a  result  of  the  experiments. 

(18)  If  a  swing-bed  program  were  implemented  nationally  and  all 
hospitals  in  rural  communities  (those  not  located  in  Standard 
Metropolitan  Statistical  Areas)  were  eligible  to  participate, 
it  is  estimated  that  the  between  750,000  and  1,971,000  days  of 
long-term  care  would  be  provided  in  hospital  swing-beds,  based 
on  the  1978  utilization  patterns  observed  in  western  Iowa/South 
Dakota  and  Texas  swing-bed  experiments.   This  would  represent 

a  0.21%  to  0.56%  increase  in  total  institutional  long-terra  care 
utilization  nationally. 

2.   Quality  of  Care 
a.   Case  Mix  Findings: 

(19)  For  long-term  care  patients  in  both  swing-bed  hospitals  and 
coraparison  nursing  homes  the  most  frequently  occurring  categories 
of  admitting  diagnoses  (primary  and  secondary)  in  both  types  of 
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facilities  were  neurological  diseases,  cardiovascular  diseases, 
and  musculoskeletal  disorders.   There  were  no  overall  patient 
diagnostic  profile  differences  between  the  swing-bed  hospitals 
and  the  comparison  nursing  homes  in  terms  of  the  16  diagnostic 
categories  used  to  measure  case  mix  from  a  medical  care  perspective. 

(20)  The  most  frequently  occurring  general  categories  of  patient  long- 
term  care  problems  (primary  and  secondary)  in  both  types  of  facili- 
ties were  nursing-oriented  problems  and  psychosocial  problems. 
There  were  significant  overall  profile  differences  between  the 
hospitals  and  the  nursing  homes  in  terms  of  the  27  problems  used 

to  measure  case  mix  from  a  long-term  care  perspective.   Three 
significant  proportional  differences  occurred  consistently  between 
the  facilities  for  both  primary  problems  and  primary  and  secondary 
problems  combined:   secondary  skin  condition  and  pain  were  more 
frequent  among  hospital  patients,  while  neurological  immobility 
was  more  frequent  among  nursing  home  patients. 

(21)  Swing-bed  hospital  patients  were  generally  more  independent  than 
nursing  home  patients  in  terms  of  functional  capabilities,  as 
measured  by  activities  of  daily  living  (ADLs).   The  relative 
rankings  (in  order  of  functional  independence  in  eight  specific 
ADL  categories)  were  the  same  for  both  facility  groups,  with  the 
greatest  number  of  patients  independent  in  feeding  and  the  fewest 
independent  in  bathing.   There  were,  however,  no  overall  differences 
between  the  facilities  on  the  ADL  Index,  a  measure  of  a  patient's 
overall  functional  ability. 

(22)  At  the  skilled  level  of  care,  there  were  no  significant  overall 
profile  differences  between  the  hospitals  and  nursing  homes  in 
terms  of  admitting  diagnoses  and  the  ADL  Index.   The  overall 
long-term  care  problem  profiles  for  skilled  level  patients  were 
significantly  different  between  the  two  facility  types  as  were 
the  three  individual  problems  identified  in  finding  (20)  for  all 
patients. 

(23)  There  were  significant  overall  differences  between  hospital  and 
nursing  home  patients  in  terms  of  additional  patient  character- 
istics such  as  demographic  characteristics,  sensory  impairments, 
psychosocial  status,  medical  condition,  and  level  and  type  of  care. 
Hospitals  tended  to  have  more  short-term,  rehabilitative,  and 
male  patients,  more  patients  who  demonstrated  either  physical 
improvement  or  psychological  stability  or  improvement  and  patients 
with  fewer  speech  and  behavior  problems.   Nursing  home  patients 
had  significantly  more  problems  overall  and  significantly  more 
sensory  impairments  and  psychosocial  problems.   The  numbers  of 
nursing  and  medically-oriented  problems  were  not  significantly 
different  between  hospital  and  nursing  home  patients. 

b.   Quality  of  Care  Findings: 

Quality  of  care  was  measured  primarily  in  terms  of  the  adequency  of 
services  provided  to  long-term  care  patients.   It  was  measured  at 
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four  levels:   for  each  service  provided,  for  each  individual  patient 
problem  (a  patient  could  have  several  problems),  for  each  patient,  and, 
in  the  aggregate,  for  each  facility.   The  service  and  problem  level 
quality  scores  were  most  important  since  they  allowed  for  a  more  detailed 
assesement  of  quality  and  were  based  on  higher  frequencies. 

(24)  The  quality  of  care  provided  in  swing-bed  hospitals  was  signifi- 
cantly lower  than  the  quality  of  care  provided  in  the  comparison 
nursing  homes,  using  the  problem  level  quality  scores  developed 
as  a  part  of  this  evaluation.   The  average  nursing  home  problem 
quality  score  was  68.4%  and  the  average  hospital  score  was  64.0% 
out  of  a  maximum  possible  score  of  100%.   This  difference  was 

of  borderline  significance  at  the  patient  level  and  not  signifi- 
cant at  the  facility  level. 

(25)  The  differences  in  problem-level  quality  scores  between  the  swing- 
bed  hospitals  and  the  comparison  nursing  homes  remained  significant 
when  skilled  care  patients  were  analyzed  alone.   Differences  in 
patient  level  quality  scores,  however,  disappeared  when  this 
control  was  introduced. 

(26)  Problem  level  quality  scores  varied  greatly  by  problem  type.   As  a 
group  the  psychosocial  problems  had  the  lowest  quality  scores, 
and  further,  the  hospital  quality  scores  (45.1)  were  significantly 
lower  than  nursing  home  quality  scores  (61.5)  in  this  problem  area. 
The  hospital  problem  quality  scores  were  also  significantly  lower 
than  the  nursing  home  scores  in  treating  the  specific  problems 

of  primary  skin  condition;  incontinence  of  urine;  depression;  and 
loneliness,  isolation  and  lack  of  socialization.   When  skilled 
level  patients  were  analyzed  separately,  the  differences  in  psycho- 
social problem  scores  remained  significant.   In  terms  of  specific 
problems,  quality  scores  were  significantly  lower  for  skilled  level 
hospital  patients  in  the  areas  of  depression  and  loneliness,  isola- 
tion, and  lack  of  socialization. 

(27)  Analysis  of  services  by  categories  indicated  that  the  nursing  homes 
provided  significantly  better  social-recreational,  therapeutic-mental 
health,  physical  and  occupational  therapies,  professional  nursing, 
and  physician  services  than  the  hospitals.   The  hospitals,  however, 
provided  significantly  better  lab  and  non-professional  nursing  ser- 
vices.  When  skilled  level  patients  were  considered  separately, 
these  differences  between  facility  types  remained  except  swing-bed 
hospitals  provided  significantly  better  physical  and  occupational 
therapies  to  skilled  level  patients  than  the  nursing  homes.   The 
four  service  categories  in  which  the  hospitals  provided  consistently 
poorer  quality  care  were  further  examined  to  determine  the  patient 
problem  areas  in  which  the  services  were  deficient.   Social- 
recreational  and  therapeutic-mental  health  service  scores  were 
significantly  lower  for  psychosocial  problems,  professional  nursing 
services  were  lower  for  nursing-oriented  and  for  psychosocial 
problems,  and  physician  services  were  lower  for  both  nursing  and 
medically-oriented  problems. 
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(28)  In  the  swing-bed  hospitals,  skilled  level  patients  received  con- 
sistently higher  quality  care  than  intermediate  level  patients  when 
measured  at  the  patient,  problem,  and  service  levels.   Specifically, 
skilled  level  patients  with  nursing-oriented  problems  received 
significantly  higher  quality  using  problem  level  quality  scores. 
For  all  types  of  service  categories,  skilled  level  patients  had 
higher  scores  than  intermediate  patients.   These  scores  were  signif- 
icantly higher  for  physical  and  occupational  therapies,  laboratory, 
professional  nursing,  and  pharmaceutical  services. 

(29)  Physicians  visited  long-term  care  patients  in  swing-bed  hospitals 
significantly  more  frequently  than  patients  in  the  comparison 
nursing  homes.   For  the  hospitals,  86%  of  the  long-term  care 
patients  were  visited  weekly  or  more  often,  compared  with  17% 

of  the  nursing  home  patients. 

(30)  Written  discharge  plans  were  present  significantly  more  often  for 
comparison  nursing  home  patients  than  swing-bed  hospital  patients. 
For  the  comparison  nursing  homes,  63%  of  the  medical  charts  contained 
written  discharge  plans,  compared  with  28%  for  the  swing-bed  hospi- 
tals.  Further,  67%  of  the  hospital  patients  were  expected  to  be 
discharged  within  three  months,  while  only  18%  of  the  nursing  home 
patients  were  expected  to  be  discharged  in  this  time  period. 

(31)  Six  long-term  care  services  were  available  more  frequently  in  a 
group  of  33  Medicare-certified  skilled  nursing  facilities  (in  the 
three  experimental  states)  than  in  the  swing-bed  hospitals.   The 
six  services  studied  constitute  key  long-term  care  services  re- 
quired under  the  Medicare/Medicaid  conditions  of  participation  which 
were  waived  for  the  experimental  hospitals.   The  percentage  of  all 
swing-bed  hospitals  providing  each  service  (in  order  of  increasing 
frequency)  was:   occupational  therapy  (5%),  patient  activities 
(16%),  speech  therapy  (17%),  social  services  (36%),  dental  services 
(52%),  and  physical  therapy  (53%).   The  greatest  discrepancies 
between  the  nursing  homes  and  hospitals  were  in  the  availability 

of  patient  activities  and  social  services. 

c.   Correlates  of  Quality: 

Using  the  patient-level  quality  scores  discussed  above,  several  analyses 
were  conducted  in  order  to  determine  the  extent  to  which  several  factors 
were  related  to  the  quality  of  care  provided  in  swing-bed  hospitals 
and  comparison  nursing  homes. 

(32)  Case  mix  was  not  as  significant  a  correlate  of  quality  provided 
in  nursing  homes  as  it  was  for  hospitals.   In  the  swing-bed 
hospitals,  case  mix  explained  43.2%  of  the  variation  in  the 
quality  of  care,  whereas  it  only  explained  23.5%  of  the  variation 
in  the  quality  of  care  in  the  nursing  homes. 

(33)  There  were  significant  differences  between  the  hospitals  and 
the  comparison  nursing  homes  in  terms  of  the  relationships 
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of  two  attributes  to  quality  of  care  measured  at  the  patient 
level.   The  number  of  psychosocial  problems  was  a  negative 
indicator  of  quality  in  the  hospitals  but  was  not  related  to 
quality  in  the  nursing  homes.   The  problem  of  dependent  edema, 
a  medically-oriented  problem,  was  a  positive  indicator  of  quality 
in  the  hospitals  but  not  in  the  nursing  homes. 

(34)  Community,  facility,  and  case  mix  characteristics  of  the  swing-bed 
hospitals  explained  47.4%  of  the  variation  in  patient-level  quality. 
The  addition  of  characteristics  related  to  the  swing-bed  experiments 
significantly  increased  the  explanation  of  the  variation  in 
patient  level  quality  by  9.9%. 

(35)  Overall,  57.3%  of  the  variation  in  patient-level  quality  for 
swing-bed  hospitals  was  explained  by  case  mix  factors  (number  of 
psychosocial  problems,  patient  age,  and  dependent  edema  problem), 
facility  size,  presence  of  long-term  care  services,  and  nursing 
time.   Case  mix  attributes  considered  more  prevalent  among  typical 
long-term  care  patients  (old  age  and  number  of  psychosocial  prob- 
lems) were  negatively  associated  with  patient  quality.   Dependent 
edema,  a  medically-oriented  problem,  was  positively  associated 
with  quality.   Larger  hospitals  tended  to  provide  higher  quality 
of  care,  while  nursing  time  per  swing-bed  patient  day  and  the 
presence  of  long-term  care  services  (i.e.,  those  which  are  required 
of  skilled  nursing  facilities,  but  which  were  waived  for  the 
experimental  hospitals)  were  positive  correlates  of  quality. 


4.   Finance 

(36)  In  1978,  the  incremental  cost  of  routine  care  per  long-term  care 
patient  day  averaged  $8.91.   As  mentioned,  this  estimate  is  based 
on  the  incremental  cost  formula  used  as  part  of  the  experimental 
program.   Using  the  calculation  formula  developed  for  the  evalua- 
tion, which  included  more  cost  centers,  the  average  was  $15.62  in 
1978. 

(37)  Using  the  standard  Ratio  of  Charges  to  Charges  Applied  to  Cost 
(RCCAC)  method,  the  ancillary  cost  for  swing-bed  patients  was 
$9.97  per  Medicare  patient  day  in  1977  (the  most  recent  year 
tor  which  data  were  available). 

(38)  The  full  cost  of  routine  care  for  swing-bed  patients  was  $75  per 
long-term  care  patient  day  in  1978,  substantially  higher  than  the 
incremental  cost  per  day. 

(39)  The  routine  cost  per  long-term  care  patient  day  for  certified 
nursing  homes  in  Texas,  Iowa  and  South  Dakota  averaged  $25.70  in 
1977.   This  amount  was  lower  than  the  full  cost  of  routine  care 
per  long-terra  care  day  in  swing-bed  hospitals  during  the  same 
time  period,  but  higher  than  the  incremental  cost  per  long-term 
care  patient  day  under  the  swing-bed  program. 
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(40)  Except  for  a  few  hospitals,  the  experimental  swing-bed  program 
did  not  appear  to  strengthen  the  financial  position  of  the 
participating  hospitals.   Long-term  care  revenues  from  routine 
care  averaged  2.82%  of  total  patient  care  revenue  in  1978.   In 
general,  long-term  care  revenue  exceeded  incremental  cost;  but 
the  program  appears  to  have  had  little  discernible  effect  on  the 
financial  position  of  hospitals  since  the  amount  of  total  utili- 
zation accounted  for  by  long-terra  care  patients  was  small. 

(41)  In  1977,  the  reimbursement  system  for  swing-bed  care  resulted  in 
the  Medicare  program  experiencing  a  reduction  in  routine  acute 
care  reimbursement  which  was  greater  than  increased  expenditures 
for  swing-bed  care  in  South  Dakota,  Texas,  and  central  Iowa. 
When  the  reduction  in  routine  acute  care  remibursement  was 
subtracted  from  expenditures  for  swing-bed  care,  the  resulting 
amount  (the  net  payment)  was  less  than  incremental  cost.   In 
South  Dakota,  where  Medicaid  reimbursed  for  both  acute  and  swing- 
bed  care  in  1977,  the  reduction  in  routine  care  cost  was  less 
than  the  increase  in  expenditures  for  swing-bed  care  but  the  net 
payment  was  also  less  than  incemental  cost  for  Medicaid  patients. 
In  this  situation,  it  appears  that  private  pay  patients  receiving 
long-term  care  in  swing-bed  hospitals  were  subsidizing  patients 
paid  for  by  Medicare  and  Medicaid;  that  is,  private  pay  patients 
paid  for  care  at  a  rate  higher  than  incremental  cost. 

(42)  Because  the  quality  of  long-term  care  is  slightly  higher  in  nursing 
homes  than  in  experimental  swing-bed  hospitals  and  because  the 
incremental  cost  of  long-term  care  is  lower  in  swing-bed  hospitals 
than  in  nursing  homes,  a  cost-effectiveness  analysis,  based  on  the 
ratio  of  quality  to  cost,  was  conducted  for  the  two  facility  types. 
This  assessment  indicates  that  the  provision  of  long-term  care  in 
swing-bed  hospitals  is  more  cost-effective  than  providing  institu- 
tional long-term  care  in  nursing  homes,  based  on  the  incremental 
routine  cost  (rather  than  the  full  cost)  of  long-term  care  provided 
in  swing-bed  hospitals.   When  full  cost  is  used,  the  same  type 

of  analysis  indicates  that  nursing  homes  are  more  cost-effective 
than  swing-bed  hospitals. 

(43)  Projections  of  the  cost  of  a  nationwide  swing-bed  program,  based 
upon  the  estimates  of  nationwide  utilization  presented  earlier, 
ranged  from  $14.2  million  to  $37.0  million.   This  is  based  upon  an 
estimated  range  for  routine  long-term  care  and  ancillary  long-term 
care.   These  projections  do  not  take  into  consideration  the  possi- 
bility of  a  reduction  in  hospital  expenditures  should  payments 
for  swing-bed  care  replace  current  expenses  for  administratively 
necessary  days.   To  the  extent  that  a  national  swing-bed  program 
would  involve  some  savings  of  this  sort,  expenditures  for  hospital 
care  may  be  less  than  what  is  projected  here. 


CHAPTER  III 
POLICY  CONCLUSIONS 


A.   INTRODUCTION 

The  evaluation  described  in  this  report  was  designed  for  two  general 
purposes.   First,  it  was  intended  to  provide  information  relevant  to  a 
policy  decision  on  whether  to  extend  the  swing-bed  approach  beyond  the 
experimental  stage  to  national  implementation.   Second,  given  the  possi- 
bility that  attainment  of  the  first  objective  would  result  in  a  recommen- 
dation to  proceed  with  a  national  program,  the  study  was  designed  to 
anticipate  problems  and  provide  guidelines  pertinent  to  more  widespread 
implementation  of  the  swing-bed  approach.   With  respect  to  the  first 
objective,  the  results  of  this  study  suggest  that  a  swing-bed  program 
should  be  implemented  in  rural  communities  nationally.   General  conclu- 
sions, potential  problems,  and  specific  recommendations  associated  with 
national  implementation  are  contained  in  the  implications  presented 
throughout  this  chapter. 

The  general  recommendation  to  establish  a  national  swing-bed  program 
is  premised  on  (1)  an  unmet  demand  for  long-term  care  which  appears  to 
exist  in  many  rural  communities,  (2)  the  assumption  that  the  satisfaction 
of  this  demand  is  socially  desirable  and  will  enhance  the  public  welfare, 
(3)  the  conclusion  that  many  rural  hospitals  can  and  will  provide  such 
care  in  an  adequate  manner  if  proper  quality  assurance  steps  are  taken, 
and  (4)  the  fact  that  the  cost  of  swing-bed  care  will  not  exceed  the  cost 
of  comparable  care  provided  in  other  settings.   It  should  be  emphasized 
that  this  study  was  not  designed  to  analyze  the  cost-effectiveness  of 
every  possible  alternative  to  providing  long-term  care  in  rural  commu- 
nities.  Nonetheless,  the  most  realistic  and  available  alternative  for 
rural  communities,  nursing  home  care,  was  examined  taking  into  considera- 
tion the  cost  and  quality  of  nursing  home  care.   The  study  conclusions 
are  thus  premised  on  an  assessment  of  the  demand  for  and  cost  of  the  two 
most  pragmatic  alternatives  for  long-term  care  in  rural  communities, 
i.e.,  swing-bed  care  and  nursing  home  care,  as  well  as  the  quality  of 
care  associated  with  each  alternative. 

The  general  suggestions  for  implementation  of  a  swing-bed  program  may  be 
categorized  into  four  areas:   provider  eligibility,  reimbursement,  quality 
assurance,  and  orientation/information  dissemination.   The  following  remarks 
summarize  the  major  conclusions  in  these  areas,  which  are  subsequently 
discussed  in  greater  detail  in  Section  B. 

With  respect  to  provider  eligibility,  the  recommendations  which  follow 
state  that  rural  hospitals  throughout  the  country  should  be  allowed  to 
provide  swing-bed  care.   That  is,  they  should  be  eligible  to  receive 
Medicare  and  Medicaid  reimbursement  for  long-term  care  provided  in 
swing  beds  in  accord  with  certain  reimbursement  and  quality  assurance 
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guidelines.   Individual  states  should  then  be  permitted  to  impose  further 
restrictions  through  the  certificate  of  need  process. 

Medicare  and  Medicaid  reimbursement  should  be  structured  to  ensure  that 
the  incremental  cost  of  long-term  care  provided  in  swing  beds  will  be 
covered.   The  establishment  of  a  per  deim  reimbursement  rate  on  the  basis 
of  nursing  home  cost  experience  along  with  a  revenue  offset  method  for 
reimbursement  would  accomplish  this  and,  at  the  same  time,  provide  the 
basis  for  a  reasonably  cost-effective  approach  for  all  payers,  including 
private  payers. 

The  quality  component  of  this  evaluation  has  indicated  that  acute  care 
hospitals  are  capable  of  providing  adequate  long-term  care,  but  are  less 
likely  to  provide  certain  non-medical  services  in  as  adequate  a  manner  as 
many  nursing  homes.   Hospital-based  long-term  care  provided  in  swing  beds 
should  thus  be  subject  to  standard  PSRO  review  procedures.   Furthermore, 
hospitals  should  be  required  to  satisfy  some,  but  not  all,  of  the  Medicare/ 
Medicaid  conditions  of  participation  which  currently  regulate  skilled 
nursing  facilities. 

Orientation/information  dissemination  is  critical  to  the  success  of  a 
national  swing-bed  program,  especially  in  terms  of  patient  care  practices 
and  overall  program  management.   Clearly  written  guidelines  for  physicians 
and  nurses  on  the  provision  of  long-term  care  and  the  differences  between 
long-term  and  acute  care  should  be  available  and  disseminated  to  each 
eligible  hospital.   Similarly,  administrative  guidelines  detailing  reim- 
bursement policy,  forms  completion,  and  anticipated  hospital-level  prob- 
lems should  be  disseminated  to  hospital  administrators.   Planning  and 
fiscal  agencies  (including  Medicare  intermediaries  and  state  Medicaid 
programs)  should  also  be  provided  information  on  various  system-wide 
regulatory  and  financing  considerations. 

Each  implication  discussed  below  falls  either  into  the  category  of  broad 
conclusions  and  potential  problems,  or  into  one  of  the  previously  mentioned 
areas  of  provider  eligibility,  reimbursement,  quality  assurance,  and  orien- 
tation/information dissemination.   Some  implications  pertain  to  more  than 
one  such  category.   For  clarity  of  exposition,  however,  the  implications 
are  presented  according  to  generic  health  care  or  regulatory  topic  areas 
which  lend  themselves  to  policy  considerations. 


B.   PROGRAMMATIC  IMPLICATIONS 

1 .   General  Recommendations  on  National  Implementation 

The  results  of  this  study  suggest  that  a  swing-bed  program  should  be 
implemented  nationally.   Five  general  findings  constitute  the  rationale 
behind  this  recommendation: 

(a)   An  unmet  demand  for  institutional  long-term  care  exists  in  many 
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rural  communities.   The  results  of  this  study  indicate  that  the 
long-term  care  utilization  experience  of  the  swing-bed  hospitals 
was  not  due  to  a  diversion  of  long-term  care  patients  from  nursing 
homes,  but  instead  represents  a  demand  which  previously  had  not 
been  met.   It  appears,  therefore,  that  many  rural  communities  may 
be  in  need  of  additional  long-term  care  beds.   Moreover,  the 
availability  of  swing  beds  in  rural  areas  reduces  travel  time  and 
related  inconveniences  for  the  families  and  friends  of  long-terra 
care  patients,  thereby  increasing  the  likelihood  of  a  stronger 
social  support  system  for  the  long-term  care  patient. 

(b)  Assuming  it  is  desirable  to  service  the  institutional  long-term 
care  needs  of  rural  communities  in  a  more  effective  manner  than 
is  presently  being  done,  the  swing-bed  approach  appears  to  be 
the  most  cost-effective  (based  on  incremental  cost)  means  to  do 
so.   While  the  total  cost  of  health  care  in  this  country  would 
increase  slightly  with  the  inception  of  this  program  (as  indicated 
in  Implication  4  below),  the  unit  cost,  i.e.,  cost  per  long-term 
care  patient  day,  under  a  swing-bed  approach  would  be  less  than 
the  cost  associated  with  providing  similar  care  in  nursing 

homes . 

(c)  The  quality  of  long-term  care  provided  in  swing-bed  hospitals  is 
adequate.   While  the  experimental  hospitals  as  a  group  did  not 
provide  care  as  well  as  comparison  nursing  homes,  the  discrepancy 
was  not  substantial  and,  in  addition,  is  likely  to  disappear  over 
time  with  the  proper  quality  assurance  steps  and  as  the  staffs  of 
swing-bed  hospitals  become  familiar  with  the  special  problems  of 
the  long-term  care  patient. 

(d)  Although  the  swing-bed  concept  has  encountered  some  resistance, 
there  was,  in  general,  an  acceptance  among  hospital  staff  in  the 
experimental  setting.   At  the  administrative  and  patient  care 
levels  there  appear  to  be  no  insurmountable  obstacles  which 
would  substantially  impede  the  provision  of  swing-bed  care  in 
rural  hospitals.   The  problems  encountered  can  very  likely  be 
dealt  with  over  the  course  of  time  using  appropriate  orientation 
and  information  dissemination  procedures  such  as  those  suggested 
in  subsequent  implications. 

(e)  The  swing-bed  approach  represents  a  method  of  rural  hospital 
diversification.   An  acute  care  hospital  in  a  rural  area  is  often 
highly  important  to  the  economy  of  the  community.   Further,  while 
the  value  of  retaining  an  acute  care  hospital  to  service  the  emer- 
gency and  acute  care  needs  of  a  rural  community  may  be  difficult 
to  measure,  it  is  generally  regarded  as  substantial,  especially 

by  community  residents.   The  swing-bed  approach,  therefore,  should 
be  viewed  as  beneficial  in  more  ways  than  those  directly  related 
to  the  long-term  care  needs  of  rural  areas,  and  is  in  keeping 
with  the  current  movement  to  encourage  rural  hospitals  to  become 
involved  in  a  more  diversified  program  of  health  care  (and  even 
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non-health  care)  service  delivery. 

2.  Provider  Eligibility  Under  a  National  Program 

Initially,  hospital  participation  in  a  national  swing-bed  program  should 
be  restricted  to  (1)  hospitals  located  in  rural  areas  (i.e.,  outside 
Standard  Metropolitan  Statistical  Areas,  as  defined  by  the  U.S.  Census 
Bureau),  and  (2)  hospitals  which  have  satisfied  state  level  certificate 
of  need  requirements  to  provide  long-terra  care.   Since  the  experimental 
programs  took  place  only  in  rural  communities,  it  was  beyond  the  scope 
of  this  evaluation  to  determine  either  the  existence  of  unmet  demand  in 
metropolitan  areas  or  the  ramifications  of  implementing  a  swing-bed 
program  in  such  communities.   A  large  number  of  factors  peculiar  to  the 
urban  environment  (and  not  examined  in  this  evaluation)  have  the  poten- 
tial to  influence  cost,  utilization,  and  the  quality  of  long-term  care 
which  would  be  provided  in  swing-bed  hospitals.   For  this  reason,  there- 
fore, it  is  recommended  that  eligibility  be  initially  restricted  to  rural 
hospitals  with  possible  future  experimentation  and  research  designed 
to  assess  the  appropriateness  of  swing-bed  care  in  metropolitan  areas. 

In  order  to  provide  maximum  flexibility,  no  overall  limitations  on  hos- 
pital participation  (except  for  the  restriction  to  rural  locations) 
such  as  the  experimental  limits  on  hospital  bed  size,  acute  care  occu- 
pancy, or  long-term  care  utilization,  are  recommended.   Instead,  the 
decision  on  whether  swing  beds  are  needed  at  the  local  level  should 
be  the  responsibility  of  state  level  certificate  of  need  agencies. 
Such  agencies  are  often  in  a  better  position  to  ascertain  the  need  for 
additional  long-term  care  beds  in  rural  communities  and  should  be  left 
free  to  impose  those  limitations  on  hospital  eligibilty  which  are  most 
appropriate  at  the  state  level. 

3.  Utilization  Projections 

It  is  not  possible  to  precisely  estimate  the  utilization  which  will 
occur  if  a  swing-bed  program  is  implemented  nationally.   Several  factors 
render  it  difficult  to  forecast  utilization:   (1)  payers  participated  to 
differing  degrees  across  the  various  experiments;  (2)  the  distribution 
of  patients  within  different  levels  of  long-term  care  varied  from  experi- 
ment to  experiment;  (3)  reimbursement  procedures  differed;  (4)  adminis- 
trative practices  differed  at  both  the  hospital  and  state  levels;  and 
(5)  it  is  not  possible  to  stipulate  the  precise  eligibility  and  regula- 
tory conditions  which  might  be  associated  with  a  national  program. 
Nevertheless,  it  is  possible  to  predict  utilization  within  very  broad 
ranges : 

(a)   If  the  program  is  implemented  nationally  using  the  eligibility 
criteria  of  location  in  a  rural  area  and  satisfaction  of  state 
certificate  of  need  requirements,  swing-bed  utilization  in  rural 
hospitals  is  likely  to  total  between  750,000  and  1,971,000  long-term 
care  days  per  year  within  one  to  two  years  following  implementation 
of  the  program. 
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(b)   This  would  represent  a  0.21%  to  0.56%  increase  in  institutional 
long-term  care  utilization  nationally. 

4.   Cost  Projections 

As  indicated  in  Chapter  II,  routine  care  refers  to  basic  room  and  board, 
nursing,  and  related  services,  while  ancillary  care  refers  to  services 
such  as  diagnostic,  laboratory,  and  x-ray  services  which  are  normally 
provided  on  a  discretionary  basis  in  accord  with  individual  patient 
needs. 

(a)  Routine  Cost  Projections.   The  incremental  cost  to  the  swing-bed 
hospital  of  providing  routine  long-term  care  averaged  $8.91  per 
patient  day  in  1978.   Employing  the  eligibility  criteria  given  in 
Implication  2  and  multiplying  this  incremental  cost  by  the  projected 
number  of  days  given  in  Implication  3  above  yields  a  routine  cost 
range  of  between  $6.7  million  and  $17.6  million  per  year  for  the 
provision  of  swing-bed  care. 

(b)  Ancillary  Cost  Projections.   Using  the  standard  Ratio  of  Charges 
to  Charges  Applied  to  Cost  (RCCAC)  method,  the  ancillary  cost  for 
Medicare  swing-bed  patients  was  $9.97  per  long-term  care  patient 
day  in  1977  (the  most  recent  year  for  which  data  were  available). 
Multiplication  by  the  utilization  figures  given  earlier  yields 

an  estimated  1977  ancillary  cost  of  between  $7.5  million  and 
$19.5  million  if  the  program  had  been  operated  on  a  national 
basis. 

(c)  Total  Cost  Projections.   The  total  cost  of  implementing  a  swing-bed 
program  from  the  perspective  of  cost  to  the  hospital  (and  ultimately 
to  payers  and  consumers)  is  the  sum  of  the  appropriate  figures  given 
in  (a)  and  (b)  above;  and  thus,  the  total  cost  if  the  program  had  been 
implemented  in  1978  would  have  been  between  $14.2  million  and  $37.0 
million.  ■'■  The  impact  of  such  an  addition  on  total  national  hospital 
care  expenditures  would  be  minimal,  since  the  additional  costs  would 
represent  an  increase  of  betweeh  .02%  and  .05%.   From  the  point  of 
view  of  unit  cost,  however,  the  swing-bed  approach  represents  a  cost 
containment  mechanism  when  the  incremental  cost  of  routine  care  for 
swing-bed  hospitals,  $8.91  per  day,  is  compared  with  the  routine 

cost  of  $25.70  per  day  associated  with  skilled  nursing  home  care.^ 


^These  figures  slightly  underestimate  total  costs  for  1978  since  ancillary 
cost  projections  were  based  on  data  available  only  for  1977.   In  order 
to  project  costs  for  1981  or  future  years,  it  is  appropriate  to  apply 
an  inflation  factor  to  the  figures  presented  here. 

'^This  evaluation  has  provided  some  evidence  to  suggest  that  acute  care 
length  of  stay  may  be  decreased  for  patients  who  are  transferred  from 
acute  care  to  long-terra  care  in  swing-bed  hospitals.  It  is  possible, 
therefore,  that  acute  care  costs  might  be  reduced  in  locations  where 
patients  are  "held"  in  acute  care  status  due  to  the  lack  of  long-term 
care  beds  in  the  area. 
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Further,  this  expected  one  time  rate  of  increase  in  cost,  between 
.02%  and  .05%,  is  substantially  less  than  the  annual  inflation 
rate  in  hospital  costs. 

(d)  Administrative  Costs.   This  evaluation  has  dealt  largely  with  cost 
to  the  hospital,  which  is  ultimately  passed  on  to  reirabursers  and 
consumers  in  a  manner  determined  by  reimbursement  procedures.   The 
administrative  costs  (both  to  hospitals  and  payers)  of  reimbursing 
for  swing-bed  care  are  regarded  as  negligible  relative  to  the  actual 
cost  of  patient  care. 

5.   Reimbursement  Guidelines 

Since  Medicare,  Medicaid,  and  private  payers  are  the  primary  sources  of 
institutional  long-term  care  revenues,  the  recommended  reimbursement 
guidelines  presented  here  pertain  to  these  three  payer  groups.   The  reim- 
bursement procedures  suggested  are  intended  to  cover  the  incremental  cost 
of  long-term  care  rather  than  the  full  cost  of  such  care.   The  recommended 
procedure  is  such  that  the  total  portion  of  hospital  cost  reimbursed  by 
any  given  payer  may  differ  from  the  actual  incremental  cost  of  patient 
care,  depending  on  the  percentage  of  long-term  care  and  acute  care  utili- 
zation attributable  to  patients  covered  by  that  payer.   The  recommended 
procedure,  moreover,  maintains  a  crucial  element  of  the  experimental 
system  which  is  that  cost  finding  will  not  be  used  to  determine  the  incre- 
mental cost  of  swing-bed  care;  instead,  long-term  care  revenues  will 
be  treated  as  an  approximation  to  cost  and  offset  against  routine  care 
cost.   It  is  more  likely  that  hospitals  will  use  the  swing-bed  approach 
when  it  is  handled  in  this  manner  because  of  the  administrative  ease 
with  which  this  can  be  incorporated  into  the  hospital's  current  record 
keeping  and  cost  reporting  practices. 

(a)   Medicare 

(1)   Routine  Care.   Medicare  would  reimburse  only  for  skilled  level 
care  by  prospectively  establishing  a  per  diem  rate  equal  to 
the  fiftieth  percentile  (median)  of  the  Medicaid  skilled  level 
average  cost  per  day  for  nursing  homes  in  each  state.   If  the 
state  Medicaid  program  uses  standard  inflation  adjustments  or 
other  factors  based  on  region  or  facility  characteristics,  a 
similar  procedure  would  be  used  in  setting  the  Medicare  swing- 
bed  per  diem.   The  Medicare  acute  care  settlement  would  require 
the  hospital  to  (a)  calculate  routine  costs  without  attempting 
to  separate  costs  incurred  due  to  the  provision  of  long-term 
care  and  (b)  reduce  the  calculated  routine  costs  by  the  amount 
of  long-term  care  revenues  (net  of  bad  debts,  etc.)  from  all 
payers  (Medicare,  Medicaid,  private  pay,  etc.). 

This  routine  care  reimbursement  procedure  represents  a  depar- 
ture from  standard  Medicare  practice  in  that  it  is  not  based 
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on  full  cost  of  services,  but  is  intended  only  to  ensure 
that  the  incremental  cost  of  care  is  covered.   Implementation 
of  such  a  procedure  may  result  in  requests  for  similar 
treatment  of  other  hospital  services  and  may  therefore 
bring  about  a  reconsideration  of  Medicare  reimbursement 
policy  in  other  areas. 

(2)   Ancillary  Care.   Medicare  reimbursement  for  ancillary 
services  received  by  swing-bed  patients  would  be  handled 
according  to  standard  Medicare  procedure.   That  is,  hospitals 
would  be  required  to  determine  the  cost  of  ancillary  services 
to  swing-bed  patients  using  the  Medicare  Ratio  of  Charges 
to  Charges  Applied  to  Cost  (RCCAC)  method.   This  would  require 
no  change  in  current  Medicare  reimbursement  policy  for  ancillary 
services  provided  in  acute  care  hospitals. 


(b)   Medicaid 


(1)  Routine  Care.   Where  possible,  Medicaid  programs  should  use 
the  same  rate  as  Medicare  (calculated  using  the  procedure 
described  above),  which  is,  in  fact,  based  on  Medicaid  cost 
experience,  when  reimbursing  for  skilled  nursing  care  pro- 
vided in  hospital  swing  beds.   The  Medicaid  rate(s)  for 
intermediate  care  should  be  set  at  the  fiftieth  percentile 
of  statewide  Medicaid  cost  per  day  for  intermediate  care 
delivered  in  free-standing  facilities.   Where  appropriate, 
for  states  which  employ  more  than  one  level  of  skilled  and/or 
intermediate  care,  the  Medicaid  rates  for  swing-bed  hospitals 
should  be  established  according  to  these  categories.   Further, 
in  those  instances  where  states  use  adjustments  for  inflation, 
facility,  or  regional  differences,  this  should  be  built  into 
the  Medicaid  routine  care  per  diem  for  long-term  care  provided 
in  swing-bed  hospitals.   The  offset  method  for  routine  care 
reimbursement  described  under  (a.l)  above  should  be  used  for 
the  acute  care  settlement. 

(2)  Ancillary  Care.   Three  alternatives  are  suggested,  with  each 
state  Medicaid  program  electing  the  alternative  which  best 
suits  its  current  policy  and  practices: 

a.  Where  possible,  the  Medicare  RCCAC  method  should  be 
used. 

b.  Where  state  nursing  home  practices  currently  use  such 
an  approach,  state  per  diem  payments  for  swing-bed 
care  should  be  inclusive  of  ancillary  care  reimburse- 
ment. 

c.  When  in  accordance  with  current  state  practices,  a 
f ee-f or-service  system  should  be  used. 


III. 8 


(c)    Private  Payers 

Although  it  is  beyond  the  purview  of  Medicare  and  Medicaid  regulations, 
it  is  recommended  that  the  charge  structure  for  private  pay  patients 
who  receive  long-term  care  services  in  swing-bed  hospitals  be  the 
same  as  that  for  Medicaid  patients.   Some  states,  such  as  Minnesota, 
currently  require  this  by  state  law. 

6.  Levels  of  Care 

The  swing-bed  evaluation  has  demonstrated  that  the  quality  of  care 
provided  to  skilled  nursing  patients  is  slightly  lower  in  swing-bed 
hospitals  than  in  skilled  nursing  facilities.-^   The  evaluation  also 
showed  that  the  quality  of  care  provided  to  intermediate  care  patients 
in  swing-bed  hospitals  is  slightly  below  that  provided  to  skilled 
level  patients.   Yet,  since  these  differences  are  not  substantial  and 
appear  likely  to  decrease  over  time,  it  is  recommended  that  swing-bed 
hospitals  be  allowed  to  provide  both  skilled  and  intermediate  care 
subject  to  the  regulatory  criteria  given  in  Implication  7. 

Although  custodial  or  residential  care  is  more  likely  to  be  provided  by 
nursing  homes  than  swing-bed  hospitals,  it  is  recommended  that  hospitals 
not  be  restricted  from  providing  such  care.   The  rationale  behind  this 
recommendation  is  that  many  states  currently  allow  hospitals  to  classify 
private  pay  patients  as  acute  care  patients,  charging  them  whatever  they 
wish.   Thus,  if  the  hospital  preferred  to  provide  custodial  care  and 
classified  the  patient  as  an  acute  care  patient,  charging  the  individual 
patient  at  a  lower  rate,  it  could  not  be  restricted  from  doing  so. 
Nonetheless,  the  evidence  produced  by  this  evaluation  regarding  the 
quality  of  care  available  for  residential  care  patients  in  swing-bed 
hospitals  is  inconclusive.   There  is  some  concern  that  swing-bed 
hospitals  may  not  be  able  to  provide  the  social  and  emotional  support 
services  needed  by  such  patients  as  well  as  nursing  homes. 

7.  Quality  Assurance  for  Long-Term  Care  Patients  in  Swing-Bed  Hospitals 

The  following  findings  and  general  observations  are  pertinent  to  the 
issue  of  quality  assurance:   (1)  many  hospital  personnel  were  not 
familiar  with  or  experienced  in  treating  the  needs  of  long-term  care 
patients;  (2)  swing-bed  hospitals  tended  to  be  inadequate,  relative 
to  nursing  homes,  in  treating  the  patient  problems  of  depression, 
loneliness,  isolation,  and  lack  of  socialization;  (3)  nursing  homes 
appeared  to  be  more  capable  of  providing  social-recreational  and 
therapeutic-mental  health  services;  (4)  swing-bed  hospitals  provided 
lower  quality  of  care  to  intermediate  level  patients  (who  often  have 


-^However,  the  certified  skilled  nursing  facilities  used  in  the  quality 
study  may  well  have  been  above  average  with  respect  to  the  care  provided 
in  each  facility. 
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fewer  medical  and  more  psychosocial  problems)  than  skilled  level 
patients;  and  (5)  written  discharge  plans  were  not  present  for  the 
majority  of  long-term  care  patients  in  swing-bed  hospitals.   As  a 
result,  it  is  recommended  that  a  national  swing-bed  program  implement 
the  following  quality  assurance  measures. 

(a)  Enforce  the  section  of  the  Medicare/Medicaid  conditions  of  par- 
ticipation for  skilled  nursing  facilities  on  staff  development 
(CFR  405.1121  (h))  which  states,  "An  ongoing  program  is  planned 
and  conducted  for  the  development  and  improvement  of  skills  of 
the  facility's  personnel,  including  training  related  to  problems 
and  needs  of  the  aged,  ill,  and  disabled."^  This  requirement 
would  assist  in  orienting  swing-bed  hospital  personnel  to  the 
special  needs  of  long-term  care  patients,  an  area  where  hospitals 
appear  to  be  deficient. 

(b)  Enforce  the  Medicare/Medicaid  conditions  of  participation  for 
social  services  (CFR  405.1130  (a)-(c)).   This  requirement  is  designed 
to  meet  the  special  social  and  emotional  needs  of  long-term  care 
patients.   It  requires  that  these  needs  be  identified  and  that 
appropriate  services  be  provided  by  hospital  staff,  or  by  referral 

to  providers  outside  the  hospital. 

(c)  Enforce  the  major  provisions  of  the  Medicare/Medicaid  conditions 

of  participation  for  patient  activities  (CFR  405.1131  (a)-(b)).   In 
the  provision  of  patient  activity  programs,  the  swing-bed  hospitals 
need  not  be  required  to  provide  separate  dining  and  patient  activity 
rooms.   This  requirement  is  intended  to  promote  the  physical,  social, 
and  mental  well-being  of  the  patients  without  burdening  hospitals 
with  additional  capital  costs  which  would  not  be  justified  on  the 
basis  of  small  long-term  care  case  loads.   To  the  extent  that 
swing-bed  hospitals  have  excess  space  capacity,  they  should  be 
encouraged  to  provide  additional  space  for  long-term  care  patient 
activities  in  a  flexible  manner. 

(d)  Enforce  the  Medicare/Medicaid  discharge  planning  standard  (CFR 
405.1137  (h)).   This  requirement  will  help  ensure  continuity  of  care 
for  long-term  care  patients  discharged  from  swing-bed  hospitals. 
Such  patients,  unlike  typical  acute  care  patients,  usually  need 
institutional  care  after  discharge  from  the  facility. 

(e)  Include  swing-bed  patients  under  PSRO  and  Medicaid  long-term 
care  review  programs  which  are  currently  being  implemented  in 
many  areas.   Participation  in  such  programs  would  serve  to 


^References  are  to  the  Code  of  Federal  Regulations. 
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ensure  against  inappropriate  patient  placement  and  also  serve 
a  continuing  education  role  of  potential  value  to  hospital  staff 
members  involved  in  the  provision  of  long-term  care. 

8.   Information  Dissemination 

The  innovative  nature  of  the  swing-bed  concept  increases  the  importance 
of  information  dissemination  in  explaining  the  various  aspects  of  the 
program  to  eligible  hospitals.   The  following  recommendations  pertain 
to  this  function. 

(a)  Under  a  national  swing-bed  program,  information  dissemination  on 
all  topics  (with  the  exception  of  reimbursement  which  is  discussed 
in  (c)  below)  should  consist  of  written  materials  sent  to  all  eligi- 
ble hospitals.   These  materials,  which  might  be  based  on  those 
prepared  for  the  orientation  programs  carried  out  in  the  experi- 
ments, should  be  revised  to  reflect  the  experience  of  hospital 
administrators,  directors  of  nursing,  chiefs  of  staff,  and  staff 
physicians  in  participating  hospitals.   In  addition  to  the  specific 
items  discussed  under  (b)  and  (c)  below,  the  following  general 
topics  should  be  covered: 

(1)  Potential  benefits  to  hospitals,  patients,  and  communities; 

(2)  Explanation  of  applicable  regulations  and  eligibility  require- 
ments, especially  certificate  of  need  requirements  and  any 
conditions  of  participation  not  waived  for  swing-bed  hospitals. 

(3)  A  general  description  of  the  difference  between  acute  and 
long-term  care  patients,  emphasizing  the  special  needs  of 
long-term  care  patients  and  the  changed  roles  which  hospital 
medical  and  nursing  staff  must  play  in  providing  long-term 
care. 

(b)  In  the  area  of  quality  of  care,  the  written  materials  should  consist 
of  guidelines  and  educational  materials  which  concentrate  on  the 
provision  of  long-term  care  to  patients  who  need  more  restorative 
and  social  services  than  the  typical  acute  care  patient.   This  infor- 
mation should  focus  on  the  appropriate  provision  of  restorative, 
general  medical,  nursing,  and  physician  services  required  by  SNF 
conditions  of  participation  not  waived  for  the  swing-bed  program. 

In  this  regard,  it  may  be  appropriate  to  consider  the  criteria  sets 
used  in  the  quality  component  of  this  evaluation  as  the  basis  for 
such  a  program.   The  criteria  sets  were  constructed  for  purposes 
of  assessing  the  quality  of  care  provided  to  swing-bed  patients 
and  can  be  utilized  to  provide  recommendations  for  specific  areas 
where  hospitals  are  deficient. 

(c)  In  the  area  of  reimbursement,  use  of  an  orientation  approach,  rather 
than  reliance  on  written  materials,  is  recommended  for  two  reasons. 
First,  while  reimbursement-related  problems  were  relatively  common, 
they  were  due  in  large  measure  to  a  lack  of  understanding  of  the 
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incremental  cost  concept.   Second,  there  already  exists  a  formal 
mechanism,  the  network  of  Medicare  fiscal  intermediaries,  which  can 
carry  out  this  orientation  function  with  a  relatively  small  additional 
expenditure  of  time  and  money.   Topics  covered  would  include: 
(1)  rationale  for  incremental  cost  reimbursement;  (2)  actual  reim- 
bursement procedures  for  routine  and  ancillary  long-term  care;  (3) 
relationship  of  per  diera  incremental  reimbursement  to  incremental 
cost;  (4)  effect  of  swing-bed  care  reimbursement  on  acute  care  allow- 
able cost  and  reimbursement;  (5)  effect  of  swing-bed  care  on 
total  hospital  reimbursement;  (6)  required  changes  in  claims  procedure; 
and  (7)  required  changes  in  cost  reporting.   The  findings  presented 
in  Chapter  II  of  this  report  can  provide  the  basis  for  the  information 
used  to  cover  points  (3)  through  (5)  above. 

9.  Hospital  Incentives 

The  two  primary  incentives  associated  with  the  provision  of  long-terra  care 
in  hospitals  in  rural  communities  are: 

(a)  Community  Service.   The  most  commonly  cited  incentive  for  the  provi- 
sion of  swing-bed  care  is  likely  to  be  the  benefit  which  accrues  to 
the  community  in  which  the  hospital  is  located.   This  will  result 
from  both  increased  availability  of  adequate  institutional  long-term 
care  and  the  continued  presence  of  an  acute  care  facility  which  is 
enhanced  by  the  provision  of  long-term  care. 

(b)  Diversification.   The  swing-bed  approach  will  increasingly  be  viewed 
by  hospital  staff  as  an  opportunity  to  increase  hospital  efficiency 
and  to  move  toward  diversification  of  rural  hospital  service  programs 
with  the  ultimate  goal  of  increasing  the  organizational  and  fiscal 
viability,  as  well  as  community  value,  of  rural  hospitals. 

10.  Expected  Problems  in  Implementation. 

(a)  Reimbursement .   The  accounting  and  financial  capabilities  of  rural 
hospitals  are  not  as  sophisticated  as  those  of  larger  metropolitan 
hospitals.   It  is  likely  that  hospital  administrative  staff  will 
have  difficulty  with  the  reimbursement  policies  and  processes 
associated  with  providing  a  new  type  of  care.   The  offset  method 
of  reimbursement  recommended  in  Implication  5  is  novel  in  the  hos- 
pital setting  and  it  is  reasonable  to  anticipate  that  the  concept 
of  basing  reimbursement  on  incremental  cost  initially  will  appear 
inequitable  from  the  hospital  perspective.   For  these  reasons,  it 
is  important  that  reimbursement  policy  be  clearly  stated,  straight- 
forward, and  well  understood  from  the  outset. 

(b)  Patient  Care  and  Quality  Assurance.   Hospital  medical,  nursing, 
and  administrative  staff  will  have  certain  difficulties  adjusting 
to  the  different  health  care  needs  and  service  requirements  of 
long-term  care  patients.   In  particular,  the  greater  emphasis  on 
rehabilitative  and  maintenance  services  associated  with  long-term 
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care  and  the  psychosocial  nature  of  many  long-terra  care  problems 
will  require  adjustments  by  the  hospital  staff  which  should  be 
expected  to  take  place  over  the  course  of  time.   The  quality 
assurance  recommendations  in  Implication  7  and  written  patient 
care  guidelines  and  educational  programs  in  Implication  8  should 
be  seriously  considered  and  efficiently  implemented. 

(c)  Resistance  to  Change.   Although  a  national  swing-bed  program  will 
ultimately  be  of  benefit  to  rural  hospitals  and  patients  alike, 
it  is  reasonable  to  expect  initial  resistance  to  the  program  in 
many  rural  communities.   This  resistance  will  arise  from  a  natural 
aversion  to  "federal  intervention",  the  attitude  on  the  part  of 
some  that  an  acute  care  hospital  "should  not  become  a  nursing 
home",  and  a  general  concern  about  changing  the  role  of  acute 
care  hospitals  in  certain  communities.   A  national  swing-bed 
program  should  definitely  be  voluntary  and  supportive  of  an 
expanded  referral  network  among  swing-bed  hospitals  and  nursing 
homes. 

(d)  State  Level  Considerations.   Issues  of  licensure  and  rate  regu- 
lation must  be  dealt  with  at  the  state  level.   State  licensure 
policy  may  require  that  both  hospitals  and  hosptial  administrators 
receive  institutional  and  professional  licenses,  respectively,  in 
order  to  provide  long-term  care  in  rural  hospitals.   Given  that 
the  intent  of  licensure  is  to  ensure  that  a  minimal  level  of 

care  is  provided,  it  is  recommended  that  professional  and  institu- 
tional licensure  requirements  at  the  state  level  be  waived  for 
hospital  administrators  and  swing-bed  hospitals — in  view  of  the 
quality  assurance  recommendations  provided  here  and  the  fact 
that  hospital  staff  and  administrators  are  normally  experienced 
in  the  provision  of  medical  care.   In  addition,  state  level 
hospital  rate  commissions  and,  where  appropriate,  nursing  home 
rate  setting  agencies  must  be  appraised  of  the  reimbursement 
and  financial  aspects  of  a  national  swing-bed  program  at  the 
state  level. 

(e)  Transition  Between  the  Experiments  and  a  National  Program.   Should 
Congress  decide  to  implement  a  swing-bed  program,  it  is  possible 
that  the  experimental  projects  will  end  before  federal  enabling 
legislation  takes  effect.   During  the  course  of  the  experiments, 
several  extensions  were  granted  as  the  projects  neared  scheduled 
completion  dates.   The  uncertainty  as  to  whether  the  projects 
would  continue  created  problems  at  the  community,  hospital,  and 
patient  levels.   To  avoid  these  difficulties,  it  is  recommended 
that  legislation  allow  the  current  experimental  hospitals  to  con- 
tinue to  provide  swing-bed  care  prior  to  the  official  implemena- 
tion  date  of  a  national  program. 

(f)  Rural  Hospitals  Which  Currently  Provide  Long-Term  Care.   While 
the  substantial  majority  of  rural  hospitals  are  not  involved  in 
the  provision  of  long-term  care,  some  hospitals  do  have  certified 
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distinct-part  facilities,  own  or  manage  nearby  nursing  homes,  or 
are  involved  in  long-term  care  in  some  manner.   It  is  recommended 
that  the  swing-bed  program  apply  only  to  the  acute  care  beds  in 
such  institutions.   Specifically,  hospitals  should  continue  to 
be  reimbursed  in  accord  with  standard  long-term  care  reimbursement 
policy  for  care  provided  in  already-existing  long-term  care  beds. 
If  the  swing-bed  reimbursement  procedure  were  applied  to  care 
provided  in  existing  long-term  care  beds,  it  would  imply  that 
such  beds  could  also  be  used  to  provide  acute  care.   This  would 
lead  to  the  need  to  count  such  beds  as  both  acute  and  long-term 
care  beds,  raise  issues  of  certification  and  accreditation,  and 
in  general,  lead  to  regulatory,  reimbursement,  administrative, 
and  patient  care  problems  which  need  not  occur  in  the  context 
of  this  type  of  program.   Hence,  it  is  recommended  that  a  swing-bed 
program  pertain  to  existing  acute  care  beds  in  rural  hospitals, 
not  to  existing  long-term  care  beds. 

11.   Swing-Bed  Care  in  the  Context  of  Current  Trends  in  Health  Care 

(a)  Finance.   Concerns  about  health  care  cost  containment  will  continue 
to  give  rise  to  programs  based  on  efficient  utilization  of  existing 
health  care  facilities.   The  swing-bed  program  and  the  experimental 
reimbursement  scheme,  a  variant  of  which  is  recommended  in  Implication 
5,  are  consonant  with  increased  concerns  about  flexible  reimbursement 
and  cost-effectiveness  in  health  care. 

(b)  Long-Term  Care.   During  the  past  several  years  that  portion  of 
our  population  which  requires  institutional  long-term  care  has 
received  increased  attention.   Such  attention  is  appropriate 
and  will  continue  to  grow  over  the  next  decade.   The  swing-bed 
program  represents  one  of  several  responses  to  the  need  to  pro- 
vide adequate  health  care  to  a  continually  increasing  proportion 
of  individuals  requiring  long-term  care  in  this  country. 

(c)  Diversification.   As  mentioned  earlier,  the  trend  toward  an  expanded 
service  mix  for  rural  hospitals  has  been  established  during  recent 
years.   The  swing-bed  program  represents  one  of  several  mechanisms 
for  increasing  the  viability  of  the  rural  hospital  and  its  benefit 
to  the  rural  community. 

(d)  Quality  Assurance.   Health  care  quality  assurance  has  taken  on 
increased  importance  during  the  past  decade.   The  quality  compo- 
nent of  the  evaluation  discussed  in  this  report,  the  recommenda- 
tions regarding  quality  assurance,  and  the  increased  activities 
in  long-term  care  quality  asssurance  all  are  in  keeping  with 
this  trend.   If  the  swing-bed  program  is  implemented  nationally, 
the  quality  assurance  program  which  accompanies  it  must  clearly 
be  in  keeping  with  the  general  trends  in  quality  assurance 
issues  and  policies. 

(e)  Rural  Health.   It  is  generally  recognized  that  the  problem  of 
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access  to  adequate  health  care  persists  in  rural  communities. 
Valid  cost  containment  efforts  have  given  rise  to  suggestions 
that  hospitals  in  many  rural  communities  ought  to  be  closed. 
Yet,  it  is  also  recognized  that  a  program  designed  to  close  a 
large  portion  of  rural  hospitals  is  likely  to  intensify  the 
access  problem  in  rural  communities.   The  swing-bed  program  not 
only  assists  in  increasing  access  to  long-term  care,  but  it 
also  represents  a  means  of  efficiently  assisting  in  the  preser- 
vation of  existing  acute  care  facilities  for  rural  residents. 

(f)   Experimentation  and  Evaluation.   Certain  governmental  and  non- 
governmental organizations  have  emphasized  and  supported  the  need 
for  experimentation  with  different  approaches  to  health  care  prior 
to  implementing  new  health  care  policy  on  a  broad  scale.   The  swing- 
bed  experimental  and  evaluation  programs  are  part  of  this  growing 
trend.   Although  the  experimental  program  has  not  provided  answers 
to  all  possible  questions  regarding  national  implementation,  it  has 
provided  a  substantial  amount  of  objective  information  upon  which 
to  base  policy  decisions. 


C.   RESEARCH  IMPLICATIONS 

1.  Extension  of  Swing-Bed  Care 

Consideration  of  whether  the  swing-bed  program  should  be  extended  to 
hospitals  in  metropolitan  areas  entails  a  number  of  factors  which  the 
rural  swing-bed  experimental  and  evaluation  program  was  not  intended 
to  address.   For  example,  problems  of  access  to  both  acute  and  long-term 
care,  the  range  of  health  care  facilities  available  to  consumers,  referral 
networks  among  different  types  of  health  care  providers  (including  phy- 
sicians, nursing  homes,  and  hospitals),  the  presence  of  multiple  long-term 
care  facilities,  lifestyle,  community  attitudes,  and  community  economics 
are  substantially  different  in  metropolitan  and  rural  areas.   Yet,  as 
the  percentage  of  individuals  in  need  of  long-term  care,  especially  the 
elderly,  increases,  there  is  reason  to  ask  whether  the  supply  of  nursing 
home  beds  in  metropolitan  areas  will  continue  to  meet  institutional 
long-term  care  needs.   Given  that  such  needs  might  best  be  served  by 
hospitals  offering  swing-bed  care,  a  demonstration  project  which  would 
allow  for  the  provision  of  swing-bed  care  in  several  metropolitan  areas 
might  be  of  value  in  determining  whether  and  how  a  swing-bed  program 
should  be  extended. 

2.  Cost  and  Quality 

Issues  of  health  care  cost,  financing,  and  reimbursement  will  continue  to 
receive  increased  attention.   However,  decisions  as  to  how  certain  types 
of  health  care  programs  should  be  financed  should  be  based  not  only  on 
program  costs,  but  on  expected  benefits.   Many  health  care  decisions  in 
the  past  have  been  made  under  the  assumption  that  the  quality  of  care  to 
be  provided  under  a  particular  program  would  be  adequate.   Basically, 
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such  decisions  rest  on  the  assumption  that  the  "effectiveness"  portion 
of  a  cost-effective  program  is  a  foregone  conclusion.   Research  and 
policy  deliberations  should  continue  to  stimulate  and  foster  the 
appropriate  measurement  of  the  quality  of  care,  especially  in  terms 
of  the  provision  of  adequate  services  for  specific  patient  problems 
or  typologies.   The  influence  of  the  provision  of  services  on  changes 
in  health  status  should  also  continue  to  be  studied.   Information 
collected  through  studies  aimed  directly  at  measuring  quality  would 
facilitate  decision  making  associated  with  implementation,  change, 
or  discontinuation  of  various  types  of  health  care  programs. 

3.  Experimentation  and  Evaluation 

The  utility  of  experimentation  with  a  particular  health  care  program 
of  potential  value  is  currently  being  demonstrated  through  several 
efforts.   This  approach  to  decision  making  is  not  without  its  problems, 
however.   It  requires  planning  and  patience,  and  occasionally  runs 
counter  to  the  time  frame  of  policy  deliberations  designed  to  imple- 
ment a  program  either  without  experimentation  or  before  information 
generated  through  a  demonstration  project  is  available.   Issues  of 
health  care  cost  and  quality,  trade-offs  among  them,  concerns  regarding 
the  most  cost-effective  alternatives  for  meeting  specific  health  care 
needs,  national  health  insurance,  etc.,  will  continue  to  increase  in 
importance  and  should  be  addressed  from  the  perspective  of  an  empirical 
information  base  as  well  as  conceptual  reasoning.   An  empirical  approach 
to  the  evaluation  of  potential  health  care  programs  is  consistent  with 
the  need  to  support  adequate  information  collection  and  dissemination 
on  the  structure  and  performance  of  our  nation's  health  care  system. 

4.  Flexible  Reimbursement  and  Regulation 

The  evaluation  documented  by  this  study  has  recommended  a  method  of 
reimbursement  which  follows  from  estimating  the  incremental  cost  of 
long-term  care,  establishing  a  payment  rate  which  covers  and  slightly 
exceeds  incremental  cost,  and  offsetting  long-term  care  revenues  against 
acute  care  costs.   This  reimbursement  procedure  has  been  suggested  since 
the  most  accurate  reimbursement  mechanism,  which  would  be  based  on  a 
detailed  determination  of  the  true  cost  of  swing-bed  care,  would  substan- 
tially increase  the  overall  cost  of  the  program.   In  the  process  of 
making  this  recommendation,  a  trade-off  between  excess  cost  and  overall 
equity  to  payers  was  carefully  weighed.   The  recommended  reimbursement 
scheme  requires  a  greater  degree  of  flexibility  in  Medicare  and  Medicaid 
reimbursement  policy  than  more  detailed  accounting  schemes  might  require. 
Yet,  from  the  point  of  view  of  overall  cost-effectiveness,  the  offset 
method  of  reimbursement  seems  appropriate  for  a  swing-bed  program. 
Health  care  reimbursement  and  regulatory  policy  in  this  country  is 
large-scale  and  somewhat  cumbersome.   Research  on  increasing  regulatory 
and  reimbursement  flexibility  should  therefore  be  conducted  with  a 
view  toward  an  evolving  and  continually  changing  regulatory  system 
which  will  foster  rather  than  impede  cost-effective  approaches  to 
health  care. 
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Earlier  reports  in  the  swing-bed  evaluation  series  have  dealt  with 
research  design  issues,  describing  the  overall  research  approach  and 
methodology  of  the  evaluation,  activities,  and  preliminary  findings. 
Study  publications  are  listed  below. 

Working  Paper  1 :   Research  Design  for  Reducing  Acute  Care  Costs 
Evaluation,  June  1977. 

Working  Papers  2-5:   Evaluation  of  Experiments  to  Provide  Long- 
Term  Care  in  Rural  Hospitals:   Research  Design,  September  1977. 

Evaluation  of  Experiments  to  Provide  Long-Term  Care  in  Rural 
Hospitals:   History,  December  1977. 

Working  Paper  6:   Evaluation  of  an  Experiment  to  Provide  Long- 
Term  Care  in  Rural  Hospitals:   A  Status  Report  of  the  Organization 
Component  of  the  Evaluation,  March  1978. 

Evaluation  of  an  Experiment  to  Provide  Long-Term  Care  in  Rural 
Hospitals:   First  Year  Report,  March  1978. 

Working  Paper  7:   Swing-Bed  Experiments  to  Provide  Long-Term  Care 
in  Rural  Hospitals  in  Iowa,  South  Dakota,  and  Texas;   A  Status 
Report  on  the  Financial  and  Utilization  Components  of  the  Evaluation, 
September  1978. 

Swing-Bed  Experiments  to  Provide  Long-Term  Care  in  Rural  Hospitals 
in  Iowa,  South  Dakota,  and  Texas:   Second  Year  Report,  March  1979. 

In  addition,  the  Center  for  Health  Services  Research  was  the  evaluator 
for  the  Utah  Cost  Improvement  Project  (UCIP),  under  contract  //SSA-PMB-74-386 
with  the  Health  Care  Financing  Administration  (HCFA).   The  final  reports 
for  that  evaluation  are  listed  below. 

Evaluation  of  an  Experiment  to  Provide  Long-Term  Care  in  Rural 
'  Hospitals  in  Utah:   Volume  I  Summary  Report,  April  1978. 

Evaluation  of  an  Experiment  to  Provide  Long-Term  Care  in  Rural 
Hospitals  in  Utah:   Volume  II  Technical  Report,  April  1978. 
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